PERIODICAL RUVea 
SGNBKAL LIBRARY 


ONY. oF 
Final Edition 


The 


ESTABLISHED 1839 


MAR 14 194> 


in 2 Sections — Section 1 


OMMERCIAL and © 


FINANCIAL CHRONICLE 


Reg. U. S. Pat. Office 





Volume 165 Number 4576 


New York, N. Y., Thursday, March 13, 1947 


Price 30 Cents a Copy 





Truman Asks Aid: 
For Both Greece 
And Turkey 


President tells Congress help is 
essential te curb terrorist activi- 
ties led by Communists. Says 
$400;000,000 is essential to sup- 
ort a free people who are re- 
subjugation by armed mi- 
‘or by outside pressures. 
Holds. collapse or loss of inde- 
pendence would be disastrous for 
the world. 


President Harry S. Truman ap- 
peared on March 12 before a joint 
session, of the House and Senate 
and in a twenty-minute message 
requested au- 
thority to ad- 
vance upto 
$400,000,000 to 
Greece and 
Turkey to en- 
able the gov- 
ernments of 
these coun- 
tries to resist 
terrorism of 
minority 
groups led by 
Communists 
and outside 
pressures. He 


A Challenge 


to Pessimism 


By ARTHUR J. NEUMARK 
Partner, H. Hentz & Co, 
Security analyst maintains prevailing pessimism is not war- 
ranted. Believes United States will not suffer unduly from interna- 
tional ‘situation as we are supply source for world rehabilitation, 
and British. weakness is healthier for being aired. Regarding domes- 
tic worries, Mr. Neumark holds overproduction. fear is timeworn 
fallacy. Consumer purchasing power will not decline, break-even 
profit points are not unduly high, cost and wage spiral is tapering 
off, and there is no danger of farm commodity collapse. Concludes 
stock market, with ‘present low price-earnings ratios, is refusing to 
_. recognize excellent business prospects. 


From -birth to date this young .and growing country has em- 
blazoned an.unparalleled record of well-being for its citizens. The 


Vv 


world’s most 
powerful .and . 
prosperous in- ~ 
dustrial ma-~ 
chine has been 
created, which 
together with 
a strong agri- 
cultural seg- > 
ment of the 
country has 
brought to the 
American 
people the 
highest stand- 
and of: living 
extant. 


The history § Arthur J. Neumark 


lof this coun- 





Permanent Authority for FR to Buy 


Bonds from Treasury Dangerous 


By WALTER E. SPAHR 
Professor of Economics, New York University 
Executive Vice-President, Economists’ National Committee on 
Monetary Policy 
Dr. Spahr opposes measure in Congress to make permanent the 
temporary authority of Reserve Banks to purchase up to $5 billions 
of government securities directly from the Treasury. Contends 


this would deprive 


people of control over government borrowing, 


and holds Federal Reserve should acquire bonds only in the open 
market. Holds bill would fester managed economy and destroy 
economic and political democracy. Does not object to Treasury 
overdraft arrangement with Federal Reserve. 


Should Congress make permanent the temporary authority of the 





No Authority for Pegging 
Interest Rates 


By AUBREY G. LANSTON* 
Vice-President, First Boston Corporation 


Mr. Lanston points out pegging of interest rates was a wartime usurpa- 
tion of Federal Reserve Act and, now, under peace conditions there is 


no authority to peg interest rates. Holds Federal 
Reserve Act specifically insulates banking and 
credit from national politics and asserts Federal 
Reserve policy has induced higher living costs and 
promoted debt monetization by leading banks to 


Reserve Banks to purchase up to five billion dollars of government 
—@ securities 


di- 
rectly from 
the Treasury? 


The answer, in 


the opinion of 
this author, is 
“No.” The tes- 
timony given 
by Chairman 
Eccles of the 
Board of Gov- 
ernors of the 
Federal Re- 
serve System 
in support of 
the Wolcott 
Bill, H. R. 2233, 
March 3, 1947, 
illustrates ra- 


Walter E. Spahr 


try’s growth is not a saga of tran- 
quillity. The records are filled 
with all the pangs of growing 
pains and the major shocks of 
soul-searing depressions. Time 


stressed the . 
importance of 
supporting 
free peoples to maintain their in- 
dependence and to avoid subjuga- 


buy long-term bonds. Sees elasticity of currency 
destroyed and favors a discount and U. S. certifi- 
cate rate of 1% or higher. Denies higher rate will 
increase Treasury costs and points to taxability 


ther well the basic issue involved. 

That issue is this: Shall the bor- 
rowings of the U. S. Treasury 
(with the exception of “one-day” 


President Truman 


tion by outside powers, though he 
made no direct mention of Russian 
activities. The President main- 
tained one of the primary objec- 
tives of U. S. foreign policy is the 
creation of conditions in which 
we and other nations will be able 


(Continued on page 1417) 
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Members New York Stock Exchange 
and. other Exchanges 
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and again eur system has been 
shaken to its foundations and 
psychology has plumbed the 
depths of despair. In each de- 
pression there existed circum- 
stances which gripped the timid 
with exaggerated fears and whet- 
ted the appetites of the prophets 
of gloom. Many times our capac- 
ity to produce far exceeded what 
we could possibly consume and 
technological developments bid 
(Continued on page 1406) 
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of interest payments. 


In order to successfully prosecute World War 
II the Government of the United States operated 


under unprecedented powers. 


pedient needs of War. 


Not all of these 
originated via the legislative process. 
were seized out of thin air because of the ex- 
In the course of estab- 


Some 
A. G. Lanston 


(Continued on page 1410) 


*An address by Mr. Lanston at the Mid-Winter Dinner of the 
New York State Bankers Group V, Albany, N. Y., March 8, 1947. 
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Pictures taken at the Annual 
Dinner of the New York Se- 
curity Dealers Association ap- 
pear in Pictorial Section. 
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Trading Markets in: ——— N ® ] D b I R d a a S 
Standard G & E,Com. ational Debt, Interest Rates and the saver | Rockwell 
Amer. Barge Lines By W. RANDOLPH BURGESS* | 1 
Old Reorg Rails Vice-Chairman of the Board, National City Bank of New York Manufacturing Co 
Commenn & Preferreds Dr. Burzess classifies the dangers of the debt as: (1) dilution of ot dollar; and (2) agg e 
Soya Corp. of the economy through the tax drain, interest rate distortion, and excessiv> government controls. | ee 
i Inc Scores managed freezing of interest rates. Concludes w: must reduce bud3:t, repsy debt and ds- | Bought—Sold—Quoted 
y * tribute it to investors, and take all sfeps to in¢rease dynamic energy of oar ccenom:c life. | Analysis on Request 
KING & KING One of the encouraging facts in the present situation is that th ae beatiel 
Tee ee are worrying about the national debt. The eagérness of the Congress to do someta.ng 
Members N.¥. Security Dealers Assn. ||| about it is one indication, for that means that Congress is hearing from hom2. STEINER, ROUSE & Co. 
de Exchange PL, N.Y. SHA. 2-2772 We do well to worry about so huge a debt, but the problem is to mak2 OUr WOITY |) jyempers wew York Stock Exchange 
BELL TELETYPE NY. 1-423 etective, Wee econ, nth 





need to make .tastrophe in connection with the /in fact more subtle and more far- ? , 
sure that we/| debt eo probably groundless. reaching than the danger of some sinatieeeen re bighe hin 
are worrying! They are based on a perfectly saucac., .a.astrophe, For naticnal ; Meiers Birmin m, Ala. 
about the| understandable feeling we as in-)| u.- is aifierent in one respect ‘Direct wires to our branch offices 
right things,|dividuals have about our own) at ieast from the debt of an in- 

and then do|debts. We know from persona! | dividual or family. The main dif- 
something | experience that a debt is not only | ference lies in the fact that na-+ 


25 Broad St., New York 4, N. Y. 
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= 





Oklahoma Natural Gas Pfd. 
Florida Dairies 
Wilbur Suchard Chocolate 








about it. a millstone about the neck, but) iions contro} the money supply Southwest Natural Gas. 
May, McEwen & Kaiser Many peo-|may be a source of catastrophe. | and make ane laws. Se whom: a .. Willys Overland’ Pfd: 
Horn Coa! Com. & Pfd. le are worry- | We know today that the national } tions got into a jam, instead of de- sie , PA 
P ng abo aa debt is $7,000 for each family, not ‘aulting on their obligations they Mid Continent Airlines 
° some vast but | far from twice the whole  ggeagge drint, some agragton te: aay ae -- Ralstenm Steel Car 
vague cata-|income of the typical family. |Daper money or bank credit) or ‘ : ; 
sean. They| The real threat of the debt is| (Continued on page 1411) Corsolidated Elec. & Gas Pfd. 








gaze at the ara re 


Mitchell ¢ Company RR cae at ‘the ee ae Pathe Ind. 
Mit adeg ne || WR Bee — of aoonition| §~=— \WINgg Much Money Edward A. Purcell & Co. 




















Bell Teletype NY 1-1227 auind ans sf bE yf ear gg arte dco By THOMAS I. PARKINSON* x : Slomtars Yew. York ‘cure Bacaane 
specific, they worry about some Peestdent, Bquitabie ae 7 mes epi xp grey ae 50 Broadway WHitehall-4-8120 
form of national bankruptcy un-| Prominent insurance executive mainiains despite Treasury redem>- Bell System Teletype NY. 1-1919 
der which the national debt might tions and reduction in bank deposits, money supply is s‘ill increas- , Mee. Yack A,,8. ¥. 
Savoy Plaza [iis tarStten reter tothe age | img and is an inflationary threat. Says banks are making heavy : 
tion’s repudiation of the gola| s0Vernment bond purchases, and points out there is now no gold Detroit int’l Brid 
3/6s, 1956 clause in its obligations in the| standard to check credit expansion. Attacks low interest polity and ge 


1933. Or th fer t 2 i i 
Savoy Plaza eed that 960 A breast - F ito = advocates government budgetary surplus as means of reducing Detroit & Canada Tunnel 


dures within a year, sha they| “8 supply. Calls on Federal Reserve to curb credit expansion. 











Class “A” wonder whether the Treasury will The theme that I had more or less indefinitely in mind when I Aspinook Corp. 
be able to sell new bonds to pay | C@me into the room, which has been made much more definite by 
this debt an, maturity or whether ni a ae S- oe : Ae nea Colonial Sand & Stone 
. at some: point the bond market nEpire | ere is one thing avout tie 
Vanderhoef & Robinson will close up. bere R the life insurance business that 1 dies 
Members New York Curb Ex é ast ew think I may be permitted to em- ; 
31 Nassau Street, New York 5 These fears of some. great ca- moments,! is i phasize at this moment, and that Frank C. Mast & Co. 
Telephone COrtlandt 7-4070 same that we have 4s that at necessarily involves a ’ erson 
Bell System Teletype NY 1-1548 An address by Dr. Burgess be-|jn this coun- long-term rather than a short- Established 1923 


_ mn so oot Savings and 
ortgage Conference, New York | +; 3 
City, March 6, 1947. papratie aig! 


: ly, d that. 
B | DS MADE tha Pa ar “ 
money supply 


ON ‘ , : 
BONDS American Overseas | "2},,fnerci2!: 





, Members New York Curb Exrchan 
term view.. We make contracts 64 WALL &8T. NEW pn a 


which are to run for long periods|] Tetetype NY 1-1140 HAnover 23-9470 
of years; and we obligate our- : 

selves to pay at sometime during 
that long period a specified num- 
| ber of dollars; and we have ac- i. 
cepted as our consideration for Curb and .Unlisted 
| that obligation the payment of a 


try at this 


























: -. Se social impli- —_ specified number of dollars, either Securities 
WITH Airlines cations, which ‘mmeédiately or annually, through ; 
Cc Mi ° are of impor- T. I. Parkinson the period of the contract. We are 
oupons issing : tance to all " obliged to look to the long-term. MICRARE BANEY. 4 
P Bouyht — Sold —- Quoted the citizens of this country, of What I would like to emphasize WALTER KANE deee ¢ 
peculiar importance to the busi-| to you today is that the good of a ti 


GUDE WINMILL & Co Mc DONNELL & (c nessmen of this country, and of the country and the liquidation of 
’ 7 p A 4 


: ; your responsibilities in other ] h M M & Co 
Members New York Stock Exchange aeubere : extraordinary importance to those fields of business likewise calls osep C anus a 




















1 Wall St., New York 5, N. ¥. New York Stock Exchange of us who have responsibilities in |¢5, a long-term view rather than Members New York Curb Exchange 
Digby 4-7000 Teletype NY 1-955 New York Curb Exchange the life insurance world. a short-term consideration of cur Chicege inet Sachenge 
| 120 BROADWAY, NEW YORK 5 problems. 39 Broadway New York 6 
Tel. REctor 2-7815 AES eee of proposal to return WwW We have. I said a moment ag». Digby 4-3122 Teletype NY 1-1610 











too large a money supply. That 
money supply, you all realize, is 
the result of the matters to which 













We Maintain Active Markets in U. S. FUNDS for 








American Overseas Airlines 


, : Colonel Proffitt has just referr 24.2 American Time Corp. 
New England Popltc Service CANADIAN INDUSTRIALS It consists of a little more than Artkraft Mfs. C 
. ' 28 billion dollars of coins and sc ate 
Newmarket Mfg. CANADIAN BANKS hong money and in addition to lronrite Ironer Co. 
that, we have about 140 billion Y F 
Northern New England Co. CANADIAN MINES |dollars of bank deposits, ainticds Consolidated Industries 


pass as money, upon which some- ip sins: / 
one has the right to draw, to pay 


' 2Remarks cf Col. Proffitt appear on MAHER & HULSEBOSCH 
page 1387—Editor. 


(Continueti on page 1412) 
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Yerbert M. Bratter 


By HERBERT M. BRATTER 
Mr. Bratter reports that among amendments to the 
SEC Acts now under consideration are ( 1) removal 
of municipal bond transactions from anti-fraud pro- 
visions ; (2) extension of reporting and proxy re- 
quirements to large unregistered companies, and (3) 
the power of inspection of books and records of in- 
vestment advisers. Calls.attention to Hinshaw’s Bill 
and locks for early return of SEC to Washington. 


SEC Disclosure Rule Again To Fore 


WASHINGTON, MARCH 12—It is the belief of the 


writer that the SEC will this year so construe its powers 


as to remove the threatened application of 


“Chronicle” on page 1379. 


any disclosure rule it may promulgate to 
municipal bonds. It was to eliminate this 
threat that Rep. Boren of Oklahoma in the 
last Congress pressed, although unsuccess- 
fully, for enactment of his bill on the sub- 
ject. A similar bill, H. R. 1881, has been 
introduced in the present Congress by Rep. 
Carl Hinshaw of California, a member of 
the Committee on Interstate and Foreign 
Commerce. Its text is reproduced in today’s 


The SEC’s proposed rule, which last 
Congress was examined in House hearings 


as reported in the “Chronicle” at the time, 


(Continued on page 1418) 


N. Y. State Attorney General’s attempted justifica- 
tion of questionnaire assailed. Our original position 
reasserted and emphasized. Claimed powers and 
responsibilities similar to those of SEC and NASD, 
shown as unfounded. Federal Securities Acts and 
New York Staté Martin Act contrasted. N. Y. Attor- 
ney General’s powers limited as compared with SEC 
and NASD. Withdrawal of questionnaire again urged 


was based on a section of the Securities and Exchange Act 


More on an Official Witch Hunt 


In our isSue of Feb. 27, 1947, under the heading “An 


Official Witch Hunt,” we took the Attorney General of the 
State of New York to task for the “general questionnaire” 
issued by him to several hundred upstate dealers who are 
non-Exchange members. 


We there characterized this high-handed action as a 


“sheer rapacious disregard of the right to privacy and tc 
be safeguarded in the freedom of doing business.” 


This questionnaire has appended to it the statement that 


the failure to comply by answering is subject to criminal 
penalties. 


Our position has been and is that the failure to specify 


(Continued on page 1390) 


the subject of the inquiry in which the Attorney General is 
engaged renders the entire preceeding illegal and that this 
fishing expedition, which the New York State Attorney 
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PREFERRED STOCKS 


Spencer ‘Trask & Co. 


Members New York Stock Exchange 


25 Broad Street, New York 4 
Tel.: HAnover 2-4300 


Members New York Curb Exchange 


135 S. La Salle St., Chicago 3 
Tel.: Andover 4690 


Teletype—NY 1-5 


Albany - Boston 7 Glens Falls - Schenectady - Worcester 








~s LIGHTENS Ith] 








“IT’S A LONG WAY TO | 
TIPPERARY” 


—but just a short way to 99 Wall 
Street famous market place for 
obsolete and _ inactive securities. 
Drop in or send us your list now. 


Telephone: WHitehall 4-6551 





99 WALL STREET, NEW YORK 





Offerings Wanted 
All 


Title Company 
Mortgage Certificates 





GOLDWATER & FRANK 


39 Broadway, New York, N. Y. 
HAnover 2-8970 Teletype NY 1-1203 


Member of 
New York Security Dealers Assn. 
Nat’l Ass'n of Securities Dealers, Inc. 














= 





HODSON & COMPANY, 


Inc. 








165 Broadway, New York 














TRADING MARKETS 


Thiokol Corp. 
Mitler Mfg. Co. 
National Company 
Billings & Spencer 


Hinzoc & lo. 


Members New York Security Dealers Assn. 


170 Broadway WoOrth 2-0300 
Betl System Teletype NY 1-84 














Haytian Corporation 
Punta Alegre Sugar 
Eastern Sugar Assoc. 
Lea Fabrics 
U. S. Sugar 
Commodore Hotel 
*Fidelity Electrie Co. 


Class A Common Stock 


Susquehanna Mills 


*Prospectus on request 


DUNNE &CO. 


Members New York Security Dealers Assn. 
25 Broad St., New York 4, N. Y. 


WHitehall 3-0272—Teletype NY 1-956 
Private Wire to Boston 









































AIR PRODUCTS, INC. 


Common and Class A 


Prosnectus on request. 


LAURENCE M. MarKS & Co. 


MEMBERS NEW YORK STOCK EXCHANGE 
NEW YORK CURB EXCHANGE (Associate) 


49 Wall Street, New York 5, New York 
Telephone HAnover 2-9500 Teletype NY 1-344 

















seneaienne 





**Stern & Stern 
Textile, Inc. 
**Offering Circular on request 
*Public National Bank 
& Trust Co. 


*Year-end analysis on request 


Macfadden Publications 
All Issues 


C. E. Unterberg & Co. 


Members N. Y. Security Dealers Ass'n 
61 Broadway, New York 6, N.Y. 


Telephone BOwling Green 9-3568 
Teletype NY 1-1666 ' 
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Warp & Co. 


EST. 1926 


Aulbac ones ; 
iN 25 
anny. 7 teCnes 


Abitibi Power 
Armstrong Rubber 
Aspinook Corp.* 
Bates Mfg. 


Cinecolor 


Chicago R. I. & Pac. 


Old Pfd. 


Diebold Inc.* 
Gen’! Dry BatteryT 
Genera! Machinery 
Gt. Amer. Industries 

Higgins Inc. 

Hoover Co. 
Hovins Corp.T 
Hydraulic Press 
Lanova* 
Long Bell Lumber 


Majestic Radio & Tel. 
Maryland Casualty 


Mexican Culf Sulphur 
Michigan Chemical 
* Minn. & Ontario Paper 


Missouri Pac. 
Old Pfd 


Moxie 


N.Y. New Hav. & Hart. 


Pathe Industries 
Philip Carey 
Purolator Prod.* 
Taylor-Wharton* 


Textron 
Wts. & Pfd. 


Towmotort 
Upson Corp.* 

U. S. Air Conditioning 
U. S. Fidelity & Guar. 
United Artists* 
United Drill & Tool “B”’ 


Vacuum Concrete * 





Amer. Gas & Power 


Cent. States Elec. Com. 


Derby Gas & Elec. © 
Elec. Bond & Sh. Rts. 
Pub. Ser. of Ind. 
Puget S’nd P. & L. Com. 
Southwest Natural Gas 
Standard Gas Elec. 
Tide Water Pwr. Com. 


tProspectus Upon Request 
; *Balletin or Circular upon request 


WARD & Co. 


EST. 1926 


Members N.Y. Security Dealers Assn. 


120 BROADWAY, N.Y. 5 


REctor 2-8700 


N. ¥. 1-1286- 1287-1288 
Direct Wires To 
-- Chicago & Loe Aneoleg 
ENTERPRISE PH 
- Bertf’délll1 Boff. rae 2100 








Postwar Prospects in 


By DR. HERMAN BURSTEIN 
Economist, Management Engineering Division, 
S. D. Leidesdorf & Co., New York 

Dr. Burstein holds import demand by Latin American nations should 
-esult from industrialization and lowered trade barriers. Nevertheless, 
sees ability to import depending on exports and 
portion supplied by United States dependent on: 
(1) our skill in merchandising and promotion; (2) 
satisfaction of Latin American dealers with their 
wartime experience with U. S. goods; (3) other 
nations’ tactics in reacquiring their prewar market 
positions; (4) Latin American tariff reductions, 
exchange practices, and quota increases vis-a-vis 
U. S.; (5) international commercial cooperation; 
and (6) political and military policies. 

During the second World War the Latin 

American market achieved a new degree of im- 
portance as a commercial outlet for United States 
production. More impressive yet was the role ac- 
quired by the United States as a supplier of 
goods needed by Latin America.1 Now that the 
war in its major violent aspects is over, and with 
European countries, even the hardest pressed, preparing to recover 
export markets, the United State exporter is beginning to find: him- 
self occupying a less commanding position in trade with the republics 
io the south. 
It is roundly expected that the United States cannot maintain 
the dollar level of trade with Latin America achieved in wartime. 
The expected dollar drop is attributed in part to an eventual drop in 
the prices of goods in trade. But actual y it is expected because of 
the increasing strength of foreign competition, particularly that o! 
England and France in the immediate future and ultimately that of 
Germany and Italy. This competition is far more determining than 
(Continued on page 1401) 








Herman Burstein 





1 United States cash exports (excluding Lend-Lease) to Latin 
America during 1939-44 and the percentage that these formed to total 
cash exports of the United States and to total cash imports of Latin 
America were as follows: 








Exports to Ratio to Ratio to 
Latin America Total U.S. Total Latin 
Year— (Millions of $) Exports Amer. Imports 
na a ee eee oS 549 17.3% 40.0% 
a cide Bemis Gaiee 683 17.0 52.7 
a ll ole 902 20.5 60.0 
Ao Ses de she eastiit Se esc po 683 21.7 50.5 
Ea ae 721 27.6 ‘ 52.9 
init i hp dens ttn dvds St en eee 973 32.9 52.1 
*District Theatres *Hungerford Plastics 
*Metal Forming Corp. *Dumont Electric 
*Prospectus Available 





52 Wall Street 
Tel. HAnover 2-8080 


New York 5, N. Y. 
Teletype NY 1-2425 

















Bought—-Sold—Quoted at Net Prices 
NATIONAL COMPANY 
EASTERN CORPORATION 
PENNSYLVANIA POWER & LIGHT COMMON 





Central National Corporation 


ESTABLISHED 1927 


22 East 40th Street, New York 16, N. Y. 
Telephone: LExington 2-7300 Teletype: NY 1-2948 
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Latin American Market 


FIRST COLONY CORPORATION | 


BUSINESS BUZZ a 
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“Interesting Figures, Aren’t They, P. J.7?’’ 





Quilook fcr Automobile Industry 


By RUFUS TUCKER* 
Economist, General Motors Corporation 


Dr. Tucker expresses personal view automobile industry in 1947 will 
operate at highest rate permitted by supply and labor conditions and 
will be one means of maintaining general business 
at present level. Sees need for six million more 
passenger cars in use, which, considering limita- 
tions of material supplies, cannot be turned out 
for several years. Predicts conditions will be re- 
versed after four or five years, when replacement 
demand will fall off, and points out need for lower 
costs and prices to insure maintenance of large 
demand. 


The outlook* for the automobile industry, 
which is the announced subject of my talk today, 
is, of course, part of the general outlook for busi- 
ness. It is impossible for the automobile indus- 
try to be wholly prosperous if business is not 
good in general, and similarly, although perhaps 
not so generally realized outside of the industry 
a itself. it is impossible for general business con- 
ditions to be really active and prosperous unless the automobile 
industry is doing pretty well. 


R In the Federal Reserve Index, for example, something like 
eight or nine points is represented by the automobile industry in 
the narrow sense and, of course, if you will take its effect on other 
industries, the effect on the general over-all-index would be more 
than represented by eight or nine points. 

Take, for example, tires, which are obviously closely connected. 
(Continued on page 1414) 





Rufus S. Tucker 





*An address by Dr. Tucker before the Association of Customers’ 
Brokers, New York City, March 11, 1947. The views expressed 
represent Dr. Tucker’s personal opinions, which are not necessarily 
those of the General Motors Corp. 





OSGOOD COMPANY 


Established 1840 


Approximate earnings, 1946—$2.85 per share 
Net current assets, Dec. 31, 1945—approximately $12.60 
Approximate selling price—$8.50 per share 


Company manufactures equipment for construction, mining, 
quarrying and lumber industries. Outlook for heavy industry 
field looks good for next 10 years. 





Detailed circular upon request 


Seligman, Lubetkin & Co. 


Incorporated 
Members New York Security Dealers Association 











41 Broad Street, New York 4 HAnover 2-2100 


—— 7 


| ACTIVE MARKETS = 


Di-Noc Co. 
| Soya Corp. 
Northern Indiana 
Public Service 


Bought—Sold—Quoted 


SIEGEL & CO. 


39 Broadway, N. Y. 6 Digby 4-2370 


Firth Sterling Steel 
American Overseas Airlines 
Kingan & Company 
U. S. Finishing Com. & Pfd. 


J.K.Rice, Jr.&Co. 


Established 1908 
Members N. Y. Security Dealers Assn. 
REctor 2-4500—120 Broadway 























Bell System Teletype N. Y. 1-714 Teletype NY 1-1942 
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Behind -the-Scene Interpretations 
from the Nation’s Capital nd You 


Why are Republicans chucking away the token bli - 
fidence voted last November? The Washington anew’ le tee 
obviou:: (1) too little party teamwork, (2) too many presidential 
candidates, (3) too few Republican strongmen, (4) too much public 
impatience. } 

* 




















a * @-— 
Will this trend be reversed? |end-product in the first two 
That’s possible but maybe notso | months of session. But almost 
probadle. It’s possible because | without precedent, as the public 
a —_ the most eer of | sees it, is the current confusion 
pudlicans now see they are |over means of legislati 
on the wane, (2) Speaker Mar- + wer oe 
tin is acquiring the know how Watch freshman Republican 
of House leadership, and (3) Senator Ray Baldwin, former 
Senate youngsters have notified Connecticut Governor. It was 
the Republican oldsters they’re Baldwin who elbowed the 16 
through playing a second and GOP Senate newcomers into re- 
very inaudible second fiddle. volt last week. He knows the 
It’s maybe not so probable be- tricks of major league politics, 
cause (1) the presidentially am- has notions on how to crash the 
bitious won’t submit helpfully White House or Cabinet, and 
to team: harness, and (2) the right now is silhouetted against 
bid fcr recognition by the first the political horizon as the self- 
termers may itself sprout new appointed Moses who hopes to 
would be Presidents. smite the rock of personal am- 
* * * bitions and bring forth Repub- 
lican unity. 
ch 





Actually, the Republican fel- 
lows have failed the public on 
means rather than end-products. Real fact is that last year Gov- 
Normally and historically no new | ernor Baldwin had tired of play- 
Congress has ground out much (Continued on page 1395) 


Inflations and Deflations of My 
Eighty Years 


By IRVING FISHER* 


Dr. Fisher, in reviewing monetary developments in his lifetime, 
attacks both gold standard and “bank check” money. Defines infla- 
tion as “too much money,” and deflation as “too little money” and 
say; problem is to maintain steady purchasing power of dollar 
by varying supply when required. Holds deflation following 1929 
could have been avoided by maintaining volume of currency, and 
advocates a new unit of value based upon “the market basket.” 
Wants government to use “open market operations” to stabilize 
money supply and calls for end of dependence on “bank check” 
money which arises from volume of debts. See deflation ahead. 


It seems appropriate to me that I should speak to you, since this 
dinner is in my honor, in regard to my chief interest during the major 
part.of all my © 
life..of eighty 
years. So, the 
title of my ad- 
dres; is “The 
Inflations and 
Deflations of 
my Eighty 
Ye-@ fy” 
Throughat 
least half of 
my lifetime, 
ever since 
1897, ever 
Since the 
Bry: n campa- 
ign of 1896, I 
have been 
most interest- *Special transcript for the 
ed ‘n this subject. “Chronicle” of an address by Dr. 

I entered economics from math-| Fisher at a dinner given in his 
ematics and physics. All other | honor at the Yale Club, New York 
sciences have units in which they City, Feb. 27, 1947. 


* eS 











measure all their magnitudes. 
Economics has not. Business, 
which is applied economics, has 
not. 

Unfortunately, most business- 
men are under the illusion that it 
has. All the units of commerce, of 
the things we buy, are stable, fix- 
ed, carefully guarded. They have 
gradually developed from rough 
units to accurate units. Science 
has become exact because their 
units have become exact. The 
units of time, of space, of elec- 
tricity and so forth, are fixed. But 

(Continued on page 1403) 





Prof. Irving Fisher 





Getchell Mine, Inc. 
Polaroid Corporation 
A. S. Campbell Co. Ine. 
Anchorage Homes, Inc. A & B 
American Overseas Airlines, Inc. 
Maxson Food Systems $0.50 conv. Pfd. 
New England Gas & Elec. Assn. $5.50 Pfd. 


BOUGHT — SOLD — QUOTED 


120 BROADWAY, NEW YORK 5, N. Y. 
Telephone: BArclay 7-5660 Teletype: NY 1-583 
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New York Hanseatic Corporation _ | 
Set 
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Observations .... 


By A. WILFRED MAY 3 


THE COST OF BECOMING CHIEF WORLD POWER 


Without exploring the moral, economic, or political merits, let 
us “quantitatively” assay just how deeply we are becoming involved 
in “protecting our equity” in extending help to the stricken world. 
First let us review our past outlays, and then examine the little- 
realized enormous scope of our imminent further post-War re- 
sponsibilities. ; 




















During the War and since, we have extended 
to other countries over $50 billion worth of 
Lend-Lease, and our various kinds of loan out- 
pourings total $66 billion. How much of this 
will ever be repaid? Russia, to whom we lend- 
leased $11.3 billion during the War and $22¢ 
million after V-J day, has not even deigned to 
make any reply whatsoever to our three sepa- 
rate requests to discuss the matter of repayment. 
Our Lend-Lease extensions to her puppet state 
of Yugoslavia have amounted to $33 million; to 
Czechoslovakia $174 million (post-war); and to 
Poland over $20 million. To France, which is 
daily sinking further into political chaos, we 
have sent $411 million of goods since V-J Day. 
To the sorely-pressed Chinese has gone $1 
billion, of which half has been shipped post-War. 

To UNRRA (of whose expenses we 


A. Wilfred May 


shouldered 72%) and other private agencies we have given well 
over $3% billion. 


Our Banking Machinery 


Let us take a look at the “banking” devices we have created 
for extending subsidy—past, present, and future. The Export-Import 
Bank, initially operating for reconstruction purposes in liberated and 
war-devastated countries, authorized credits in the amount of $2% 
billion between July 1, 1945 and the end of the year 1946. During 
the last half of 1945 such credits amounted to $1 billion, and in the 
first half of 1946 to $114 billion; but in the last half of 1946 petered 
out to but $54 million. France has received two credit authorizations, 
first one of $550 million and then of $650 million, the first of which 
she has completely used up, as well as $120 million of the second. 
20 Latin-American, 20 European, and 8 Asiatic nations, are included 
in the Bank’s credit authorizations. 

The petering-out of Export-Import operations is being com- 
pensated for fully and uninterruptedly by the Bretton Woods insti- 
tutions. For the borrowing queues need merely shift their stations 
to the other Washington addresses where the Monetary Fund and the 
World Bank are about to hold forth. And here again the United 
States is assuredly not shirking its responsibilities, underwriting 35% 
of the capital of the former, and 39% of the latter—institutions 
which presumably will sooner or later be struck with the dollar- 
shortages of other countries. 

Even in our activities which can be classified frankly as relief 
there is no discernible let-up. As attested to by former President 
Hoover, our relief costs in Germany will amount almost to a half- 
billion, and our total unavoidable relief outlays one and one-half 
billions, by the end of our coming fiscal year. But these relief items 
represent mere odds-and-ends compared to the cataclysmic major 
troubles bursting on the world scene. 


U. S. “Relief to the Russians” 

Although financial commitments by us to counterbalance the 
Russians’ draining-off of reparations from current production in oc- 
cupied countries, may technically not be definable as a relief activity, 
they importantly add to our other uncompensated outpayments. 

; (Continued on page 1392) 





TRADING MARKETS IN 
“OLD”’ 
Preferreds & Commons 


Chi., Milw., St. Paul & Pac. 
Chi., Rock Island & Pacific 
Denver & Rio Grande West. 
Duluth, So. Shore & Atlantic 
Missouri Pacific 

N. Y., New Haven & Hartford 
N. Y., Ontario & Western 


G. A. Saxton & Co., Inc. 


70 Pine Street, New York 5, N. Y. 
WHitehall 4-4970 Teletype NY 1-609 


Old Colony Railroad 
Rutland Railroad 

St. Louis-San Francisco 
St. Louis Southwestern 
Seaboard Air Line 
Western Pacific 
Wisconsin Central 








Electric Bond & Share “‘Stubs’”’ 
When Delivered 


Central Ohio Light & Power 
Tennessee Gas & Transmission 
Tide Water Power 
Bought—Sold—Quoted 


FREDERIC H. HATCH & CO., INC. 


Established 1888 
MEMBERS N. Y. SECURITY DEALERS ASSOCIATION 


| A. C. Purkiss fo Be 


Partner in Walston, 
Hoffman & Goodwin 


LOS ANGELES, CALIF. —Al- 
bert C. Purkiss will become a 
partner in Walston, Hoffman & 
Goodwin, members of the New 
York and San Francisco Stock 
Exchanges, on April Ist. Mr. 
Purkiss will make his headquar- 
ters at the firm’s Los Angeles of- 
fice at 550 South Spring Street. 
He has been with the firm for 
some time as Southern California 
manager. Prior thereto he was 
Vice-President of Franklin Wulff 
& Co. 


Albert E. Van Court Is 
Opening Own Offices 


LOS ANGELES, CALIF. —Al- 
bert E. Van Court is opening of- 
fices at 650 South Grand Avenue 
to engage in the investment busi- 
ness. Mr. Van Court was formerly 
a partner in Gross, Van Court 
& Co. 





Gurdon W. Wattles to 
Be Individual Dealer 


Gurdon W. Wattles will engage 
in the securities business from 
offices at 40 Wall Street, New 
York City. Mr. Wattles was for- 
merly a partner in White, Weld 
& Co. 
















AMERICAN MADE 
MARKETS IN 
CANADIAN 
SECURITIES 








PAPER 
STOCKS & BONDS 


Abitibi 
Brown Company 
Consolidated Paper 
Donnacona 
Minnesota & Ontario 
Price Brothers 
St. Lawrence 


HART SMITH & GO. 


62 WILLIAM 8T.,N.Y¥.5 HAnover 2-0980 
Bell Teletype NY 1-395 
New York Montreal Toronto 

















Specialists 


INACTIVE SECURITIES 


We make firm bids for 
our own account 


David Morris & Co. 


Members 
N. Y. Security D-aiers Assn. 
Natl. Assn. of Securities Dealers, Inc. 
52 Wall Street, New York City 5 
Telc. NY 1-544 


Tel. HAnover 2-3537 















DICTOGRAPH PRODUCTS 
GREATER N. Y. INDUST. — 
MUSICRAFT RECORDING © 

REITER FOSTER OIL 
STANDARD GAS & ELEC, - 
VULCAN IRON 


Mining & Oil Stocks 
GOULET « STEIN © 
Members Nat'l Ass’n of Securities Dealers, inc. . 
22. William St., N. ¥. 5 








63 Wall Street, New York 5, N. Y. Bell Teletype NY $-8e7 





MAnover 2-7768 Tele: NY 1-1055 
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BALTIMORE 





Baltimore Transit Co. 
All Issues 


Bayway Terminal 
Davis Coal & Coke 
Maryland Trust of Balt. 


Louisville Railway 
5s, 1950 


STEIN BROS. & BOYCE 


Members New York & Baltimore Stock 
Exchanges and other leading exchanges 
6 S. CALVERT ST., BALTIMORE 2 
Bell Teletype BA 393 
New York Telephone REctor 2-3327 





Coburn, Middlebrook 


Lewis Street. 


the firm. Mr. 
and Easland & Co. 


| Beckwith, Rogers With 


Coburn & Middlebrook, mem- 
-bers of the New York Curb Ex- 
| change, Hartford and New York, 
'announce that Frank W. Beckwith 
has been appointed manager of 
| the firm’s bond department, resi- 
dent in the Hartford office at 37 


John O. Rogers. is also now con- 
nected with the Hartford office of 
Rogers was pre- 
viously with Goodwin Beach & Co. 








BOSTON 


LYNCHBURG 
WELLL CULO OLUE LL ELLLELLo 





The Parker 
Appliance Company 


Company is a leading manufacturer 
of tube couplings, fittings and valves 
for the transmission of hydraulics. 
Outlook for industries served indi- 
cates substantial prospective earning 
power. 


At current quotations, common stock 
is available at approximately 40% 
less than original offering price in 
1940, despite tremendous improve- 
ment in basic position, at approxi- 
mately 40% of indicated book value 
and at less than net working capita) 
per share, 


Circular available upon request 


PRICED ABOUT 8 





du Pont, Homsey Co. 


31 MILK STREET 
BOSTON 9, MASS. 
HANcock 8200 Teletype BS 424 

N. Y. Telephone CAnal 6-8100 


1 


Trading Markets 
American Furniture Co. 
Bassett Furniture Ind. 
Dan River Mills 
—— fh 


Scott, Horner & 
Mason, Inc. 


Lynchburg, Va. 
Tele. LY 83 LD 11 

















bUVGDUOGUORSAEDAEOOOUIOUOLNODULSUONEOUILDOUINE 
MONTGOMERY, ALA. 








Lime Cola 


Bought— 
Sold—Quoted 





fe Fe 

Copy of Prospectus on request 
THORNTON, MOHR 
& COMPANY 


Montgomery, Alabama 





hee 
be 
i 





| 
Bil 


Boston & Maine RR. 


Prior Preferred 








Circular on Request 


Walter J. Connolly & Co., Inc. 


24 Federal Street, Boston 10 
Tel. Hubbard 3790 Tele. BS 128 








s-0688 tnd. 50 pan 
PHILADELPHIA 





Tide Water Power Company 
Colorado Milling & Elevator Co. 
International Detrola Corp. 


Memos on Request 


BUCKLEY BROTHERS 


Members New York, Philadelphia and 
Los Angeles Stock Exchanges 
Also Member of 
New York Curb Exchange 
1420 Walnut Street, Philadelphia 2 


New York Los Angeles 








DES MOINES 


WHEELOCK & CUMMINS 


INCORPORATED 





Continuing Interest in 


lowa Power & Light Co. 


3.30% Preferred Stock 


Meredith Publishing Co. 


Common Stock 





EQUITABLE BUILDING 
D MOINES 9, IOWA 


Phone 4-7159 Bell Tele. DM 184 


LOUISVILLE 








Pittsburgh, Pa. Hagerstown, Md, 
N. Y. Telephone—WHitehall 3-7253 
Private Wire System between 
Philadelphia, New York and Loe Angeles 


The Extravagant 
Truman Budget 


By ROGER W. BABSON 


Urging study of spending of our 
tax dollars, Mr. Babson analyz- 
ing typical items in the Federal 
Budget regarded as wasteful ex- 
travagance. Denounces subsidies 
as leading to financial suicide. 


Too many people have a child- 
like unconcern as to what is done 
with their hard-earned cash after 
it passes into Government hands. 
Too many 
have a child- 
like trust of 
all institu- 
tions, from 
banks and in- 
surance com- 
panies to gov- 
ernment  bu- 
reaus. All 





should study 
and _ investig- 
ale the con- 
cerns or groups 
which - either 
receive ‘or 
handle — their 
Roger W. Babson funds. 
We all 


should know where our tax dol- 
lars are going and how wisely 
they are being spent. Although 
savings are as low as they have 
been in many years, do you 'real- 
ize how extravagant is the new 
Truman Budget? It calls for two 
to thirteen times as much money 
to be spent by each government 
department in the coming fiscal 
year as was spent in any pre-war 
year. We enter the third year of 
peace with a proposed budget of 
around $37,500,000,000, now in 
(Continued on page 1397) 


Alan S. Gray Now With 
Wm. C. Roney in Detroit 


(Special to THe FINANCIAL CHRONICLE) 


DETROIT, MICH.—Alan 5S. 
Gray has become associated with 


Wm. C. Roney & Co. Buhl 
Building, members of the New 
York and Detroit Stock Ex- 
changes. Mr. Gray in the past 


was with P. A. Hastings & Co. 
and conducted his own invest- 
ment business in Pontiac, Mich. 





Rejoins Kalman Co. 
(Special to THE FINANCIAL CHRONICLE) 
MINNEAPOLIS, MIN N.—Jo- 
seph D. Auel has rejoined the 
staff of Kalman & Co., Inc., Mc- 
Knight Building. 





ST. LOUIS 











A Continuing Retail and 
Trading Interest in 


Talon Inc. 


Southern Advance 


Bag & Paper Co. 





BOENNING & CO. 
1606 Walnut St., Philadelphia 3 
PEnnypacker 5-8200 PH 30 
Private Phone to N. Y. C. 
COrtlandt 7-1202 





S Trix & Co. 


INVESTMENT SECURITIES 


509 OLIVE STREET 


St.Louts 1,Mo. 


Members St. Louis Stock Exchange 




















SPOKANE, WASH. 





American Air Filter 
American Turf Ass’n 
Consider H. Willett 
Girdler Corporation 
Murphy Chair Company 
Reliance Varnish Co. 
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Aftermath of Japanese Currency 
In Philippines 


By FRANCISCO ORTIGAS, Jr. 
President, Ortigas, Madrigal & Cia, Manila, P. I. 
Director, Filipinas Compania de Seguros, Manila 


Mr. Ortigas explains origin of so-called “Mickey Mouse” currency 
introduced by invading Japanese in Philippines, and describes 
forced liquidation of local foreign banks through use of this cur- 
rency. Holds Filipino. people desire validation of payment with 
Japanese currency, despite disapproval of Ambassador McNutt, 


and holds foreign banks would benefit unjustly if validation is 
withheld. 


Walt Disney did not draw a series of cartoons depicting Mickey 
Mouse swimming across the Pacific during the war, with a sub- 
machine gun > — a 
on his’ back can-made cards, bearing prints of 
and wiping Walt Disney’s world-famous char- 
out Japanese acter, with which Filipino chil- 
soldiers by the dren were wont to play before the 


regiments war, were responsible for the 
once he had adoption of the name. For real 
landed in the monetary value one was as 


Philippines, 
but for the 
duration of 
Japanese. oc- 
cupation 
Mick ey 
Mouse, never- 
theless, was 
certainly in. 
the _ islands. 
For considera- 
tions which cannot now be defi- 
nitely explained, the Filipinos 
adopted the term Mickey Mouse 
to- the Military Peso Notes which 


| worthless as the other. 


The legal effect which should 
be given to payments of prewar 
erédits made with the Mickey 
Mouse is now a current problem 
of the less-than-a-year old repub- 
lic. It is in a way the same prob- 
lem which confronted the United 
States after the Civil War. The 
confederacy. had also issued its 
own currency, and ante bellum 
debts had been paid with it. The 
main difference lies in the fact 
that, in contrast to the American 
‘ ‘ post bellum situation, the resolu- 
the Japanese Army placed in Ccit-|tion tothe Philippine problem 
culation during their temporary | lies in the hands of representa- 
occupation of the Philippines.| tives of the Filipino people itself, 
‘Those notes had been designed, | arid it is admitted that invalida- 
prepared and printed long in ad-| tion of payments, advantageous to 
vance, and undoubtedly. formed | yankee creditors after the Civil 
part of the pattern for Japanese | War, will hardly be to the Fili- 
expansionist plans in Asia and the | nino people’s-interest. In 1945, the 
Southern Pacific area. Some}|Congress of the Philippines voted 
sources believe that small Ameri- (Continued on page 1406) 





Francisco Ortigas, Jr, 





Amended Bill Reveals Details on 
Proposed SEC for N. Y. State 


Assemblyman William~E. Clancy submits new measure in New 
York Legislature to replace skeleton bill he formerly introduced. 
Bill would set up a five-man State Securities Control Board which 
would license and regulate buying, selling and dealings in unlisted 
securities. 


On March 10, Assemblyman William E. Clancy, Democratic- 
Labor Party member of the New York Legislature, introduced a new 
bill in the State Assembly as a substitute measure for a similar but 
skeletcn bill which he introduced on Feb. 26, the text of which was 
published on page 1255 of last week’s issue of the ‘Chronicle.’ The 
new bill, entitled “Securities Transaction Law” is limited in some 
of its applications to securities tnat are not registered on a securities 
ao but, in effect it would set up in New York State a “Little 

The text of the new bill (No. 2631), as introduced in the State 
Assembly, is as follows: 


AMENDMENT IN ASSEMBLY 
Assembly bill, Int. No. 2631, Print No. 2869, bu Mr. Clancy 
establishing a Securities Control Division in Executive Department, 
was amended and recommitted in Assembly today, as fellows: 
Strike out entire bill and insert: 


CHAPTER 3-C OF THE CONSOLIDATED LAWS 
SECURITIES TRANSACTION LAW 
Article 1. Short title; definitiens, (§§ 1-2) 
2. State securities control board. (§$ 3-11) 


3. Buying. selling or dealing in stocks, bonds or securi- 
ties, ($$.12-22) 


ARTICLE I 
SHORT TITLE; DEFINITIONS 

1. Short title. 
2. Definitions. 

$1. Short Title. This chapter ‘shall be known, and may 
be cited and referred to as the “securities transaction law.”’ 

§2. Definitions As used in this chapter: 
(1) “Person” shall include a natural person, 

corporation, copartnership, association, society, joint stock company 
or: syndicate. 





Section 


(2) “Bond” shall mean any instrument or inter- 
est-bearing certificate issued by a person, government or corporation 
by which such person, government or corporation binds itself to pay 
a certain sum on or before an appointed day. 

(3) “Stock” shall mean the share of capital of 
a corporation or commercial company attested bya certificate or 
certificates of ownership. 

(4) “Security” shall mean an evidence of debt 
or of property represented by a bond, stock certificate or any other 
| instrument, 





(Continued on page 1418) 
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Rep. Reed fo Press for 
Reneal of Silver Act 


WASHINGTON. (Special to the 
“Chronicle”). — “Price - raising, 
price-supporting silver legislation 
now on tne booksis inflationary and 
should be repealed. I intend to in- 
troduce legislation to take care of 
the situation,” Representative Dan- 
iel A. Reed of New York intorms 
this correspondent. “If this Con- 
gress doesn’t do its duty in this 
regard, the necessary cnanges 1: 
our laws are not likely to be madc 
after inflation has got beyond con- 
trol,” Mr. Reed added. 

“The time has come,’ he con- 
tinued, “when every inflationary 
piece of legislation should be re- 
pealed, whether the powers it con- 
fers have been used or not. There 
is no sense leaving explosives 
around the house which is on 
fire. Perhaps the outstanding piece 
of inflationary legislation on the 
books is the Silver Purchase Act 
of 1934. But there are others, in- 
cluding the Act of July 6, 1939, as 
amended. Moreover, a law which 
ties the Treasury’s hands as to the 
price at which it may sell public 
property, as does the Green Act 
relating to silver sales to industry, 
is also inflationary. 

“T hope to make a careful in- 
vestigation and get rid of these 
obnoxious laws favoring special 
interests.” 

In connection with the foregoing 
statement of Rep. Reed, it should 
be noted that leading industrial 
consumers of silver have formed 
the Silver Users Association with 
the purpose of pressing for the 
repeal of the transaction tax on 
silver ‘trading. The tax was en- 
acted: as part of the Silver Pur- 
chase Act of 1934, when the large- 
scale purchase of silver by the 
Treasury was launched. Set at 
50%, its purpose was to eliminate 
speculative buying in competition 
with the Treasury. By the repeal 
of the tax the silver users hope 
to see restored a market where 
they can hedge. 

The new association has its of- 
fice at 551 Fifth Avenue, New 
York City. Its executive secretary 
is Mr. L. Kenyon Loomis. 


Smith, Barney & Co. 
Adds Royce N. Flippin 


Smith, Barney & Co., 14 Wali 
Street, New York City, members 
of the New York Sock Exchange. 
announce that Royce N. Flippi. 
is now associated with them in the 
firm’s institutional department. 








Wm. S. Beeken Co. Opens 


WEST PALM BEACH, FLA.— 
William S. Beeken Co. has been 
formed with offices in the Citi- 
zens Building to cngage in the se- 
curities busines;. Officers are 
William S. Beeken, President and 
Treasurer; M. L. Beeken, Vice- 
President; and James L. Waugh, 
Secretary. Mr. Beeken was for- 
merly with Edward E. Matthews 
Co. of Boston. 











TheAmerican 






































Rep. Hinshaw introduces meas 
Bill, which failed to reach flo 


municipal securities by SEC. 


On Feb. 
into the House of Representatives 


cnange Act of 
1934 “so as to | 
prohibit the 
application of | 
any rule or, 
regulation of 
the Securities | 
and Exchange | 
Commission 
to any trans- 


respect to an 
exempted se- 
cur.ty.” 

This bill is 





Carl Hinshaw 


Boren Bill 
which was 
originally introduced by former 
Congressman Lyle H. Boren of 
Oklahoma on Jan. 23, 1943, but 
which failed to reach the floor of 


journed. It was of particular in- 
terest to dealers in municipal se- 
curities as, contrary to the’ will of 
Congress as expressly stated in 
the Securities Act of 1933, Securi- 
ties Exchange Act of 1934 and the 
Maloney Bill of 1938, the SEC at- 
tempted through the medium of 
its proposed, and long dormant, 
Bid and Asked Disclosure Rule 
X-15-C1-10, to include transac- 
lions in local governmental ob- 
ligations within the scope of its 
regulatory powers. As‘de from 
this point, however, passage: of 
the bill will have greater signifi- 
cance as it will deprive the SEC 
of its present authority under 
Section (C) (1) of the Exchange 
Act of 1934 to define by rules and 
regulations of its own choice 
“such devices or contrivances as 
are manipulative, deceptive or 
otherwise fraudulent” incident to 


transactions in securities. Under 


Securities Ex- + 


action with} 


similar to the | 


the House, before Congress ad-'! 





Revives Boren Bill 


ure in Senate to take place of Boren 


to to" or in last session and which would 
ove any possibility of control of transactions in state and 


12, Rep. Carl Hinshaw (R.) of California introduced 


a bill (H.R. 1881) to amend the 





existing circumstances, the SEC 
has the power to label any “acts” 
not consonant with its own rules 
and regulations as fraudulent in 
character and criminal in nature. 


The text of Rep. Hinshaw’s bill 


; is as follows: 


A BILL 
To amend the Securities Ex- 
change Act of 1934, so as to limit 
the power. of the Securities and 
Exchange Commission to regulate 


transactions in exempted securi- 
ties. 


Be it enacted by the Senate and 


House of Representatives of the 
United States of America in Con- 
gress assembled, that Paragraph 
(B) of Section 10 of the Securi- 
ties Exchange Act of: 1934, as 
amended, is amended by adding 
at the end of such paragraph a 
new sentence as follows: “No rule 


| or regulation adopted pursuant to 


this paragraph shall apply to any 
transaction with respect to an ex- 
empted security.” 

Sec. 2. Paragraph (1) of Sub- 
section (C) of Section 15 of the 
Securities Exchange Act of 1934, 
as amended, is amended by adding 
at the end of such paragraph a 
new sentence as follows: “No rule 
or regulation adopted pursuant to 


this paragraph shall apply to any 
transaction with respect to an 
exempted security.” 


T. Allan Box, Jr. Opens 


LOS ANGELES, CALIF. — T. 
Allan Box, Jr., is engaging in the 
securities business from offices at 
621 South Hope Street. In the 
past he was an officer of Bennett, 
Richards & Co. 




















POWER 


ted to security holders. 


Ballots and proofs of claim 
must be received in Port- 
land, Oregon, on or be- 
fore April 19, 1947. 


We have prepared 
a booklet descriptive 
of Portland General 
Electric Company. 
Copy may be had 
upon request. 














To: PORTLAND ELECTRIC 


SECURITY HOLDERS 


A Plan of Reorganization resulting in a distri- 
bution of cash and common stock in the Portland 
General Electric Company is now being submit- 
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By PAUL 


The British delegation engaged 
Delhi for the funding of the India 
without hav-¢ 
ing succeeded 
in finding a| 
common basis 
for the nego- 
tiations. This 
is in -accord- 
ance with an- 
ticipations, 
From the very 
outset it was 
evident that 
the new In- 
dian Govern- 
ment would 
not be  pre- 
pared to make 
the conces- 
sions that 
would pave the way for an agree- 
ment, Indeed, the terms put for- 
ward were even stiffer than ex- 
pected. A large proportion was 
demanded to be released immedi- 
ately for the requirements of the 
Reserve Bank’s foreign exchange 
reserve, and the rest was to be 
repaid in a brief space of time. 
Even if India were Britain’s only 
creditor, the acceptance of such 


terms would impose a very con- 








Dr. Paul Einzig 





Gaumont-British 


Scophony, Ltd. 


British Securities Dept. 


GOODBODY & Co. 


Members N. Y. Stock Exchange 


115 BROADWAY 
Telephone BArclay 7-0100 


Sterling Balance Talks Fail 


EINZIG 1 


Dr. Einzig sees little likelihood British Commission to India will 
succeed in getting Indian Government to scale down or fund its 
sterling balances when negotiations are resumed. Contends also 
negotiations with Egypt and Iraq will not be successful and matter 
continues to be of grave concern to British Government in view 
of effect of fuel crisis on exports and imports. 


in exploratory discussions in New 
n sterling balances has left India 





siderable burden on the British 
balance of payments. If similar 
terms were to be granted to alk 
creditors, the total burden would 
become obviously unbearable. 


Nor is India inclined even to dis- 
cuss a scaling down of the claims. 
Official and unofficial statements 
alike emphasized that the Wash- 
ington Loan Agreement which 
provides for such reductions is 
not binding for India. It is be- 
lieved in London that this attitude 
will provide full justification for 
a postponement of the time limit 
for the funding of sterling bal-— 
ances. 

It seems unlikely that the nego-— 
tiations with Egypt which have 
just been initiated in Cairo would 
prove any more successful than 
those attempted in New Delhi. 
Egyptian opinion is fully as un- 
bending as Indian opinion. Nor’is 
the outlook of the discussions with 
Iraq, which will follow those with 
Egypt, any more promising. 

The British attitude stiffened 
considerably during recent weeks 


(Continued on page 1416) 
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Just Off the Press—A New Campbell Railroad Report | 


Southern Pacific R. R. | 


Pennsylvania R. R. 


A complete readily understandable 20-year survey—a striking com- 
parison of these two companies, past, present and future—1947 pro- 
jection compared with 1940—a complete income statement. 


The price of this new report is $10. 


Checks are to accompany all orders. 


THOMAS G. CAMPBELL 


67 Wall St., New York 
Phone: WHitehall 3-6898 
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Public Utility Securities | 








New Stock Issues 


Utility common stock offerings are expected to be fairly numer- 
ous in 1947 if market conditions permit. Some of these will rep- 
resent sale of holding company interests, either the entire common 
stock or a majority interest therein; others will be “new money” 
issues, to raise construction funds; in a few cases there will be new 
common stock issues by holding companies or operating companies, 


in recapitalization programs; andy 


finally, there will be a few “rem- 
nant sales’—odds and ends of 
left over holdings. There’ll also be 
several ways in which these issues 
or blocks of stock will reach the 
market—through regular under- 
writings, with competitive bid- 
ding, through rights to stockhold- 
ers (underwritten or not as the 
case may be), by secondaries and 
special offerings, etc. 


This week witnessed offerings 
on behalf of Mountain States 
Power Co. and Northern Indiana 
Public Service Co., each having 
been awarded via competitive 
bids on Monday. Both stocks were 
already traded in, Moun‘ain States 
having a rather inactive market 
on the Curb, while Northern In- 
diana Public Service has for some 
months had a fairly active over- 
counter market. 

Mountain States Power (140,- 
614 shares) is be:ng sold by 
Standard Gas & Electric Co., their 
holding constituting 56% of the 
outstanding 249,000 shares. The 
stock has been selling recently 
around 3412-3554, the range this 
year being 37-30, and last year 
3244-2234. Earnings in 1946 were 
$3.65. per share, making the price- 
earnings ratio under 10. Dividend 
payments have been gradually 
stepped up from last year’s $1.50 
to the present indicated $2.50 
rate, which would afford a yield 
of over 7%. The company has en- 
joyed a very rapid growth, last 
year’s revenues being $7,179,000 
compared with the 1940 figure of 
$4,510.000. With the exception of 
the 1944 figure of $1.91, share 
earnings in 1940-45 were within a 
narrow range of $2.16-$2.26. The 
big gain in 1946 appears due to 
tax savings combined with a rapid 
increase in sales. 

The capital structure is about 
50% debt, 13% preferred s ock 
and 37% common stock equity. 
Plant account has been substan- 
tially written down to original 
cost. Adding 5% to net plant ac- 
count to allow for working capi- 
tal 1946 net o»nerating income was 
about 7% of the rate base (so far 
as determinable from _ balance 
sheet figures). Residential rates 
are very low (about 2.17c per 
kwh. in 1946) and _ residential 





jusage is high (2,233 kwh.), al- 
| though this is a general charac- 
teristic of this area, with its sub- 
_santial supply of hydro-electric 
| power. 

The company’s operations are 
unusually spread out for an op- 
erating company—it serves 109 
communities and rural areas in 
five northwestern states (princi- 
pally in Oregon) with an estimat- 
ed population of 240,000. It buys a 
substantial amount of is power, 
producing only 17% itself last 
year. An unusually large amount 
of revenues are residential and 
commercial, only 26% being in- 
dustrial. 

Northern Indiana Public Service 
came into the market in substan- 
t.al amounts last year in connec- 
tion with the liquidation of some 
of the old Insull holding com- 
panies. The present offering of 
383,434 shares (out of a total of 
2,182,000) represents holdings of 
Middle West Corp., Midland 
Realization Co., and Midland 
Utilities Co. The two latter com- 
panies will still retain about 
134,000 shares (estima.ed) and 
there may be some small blocks 
of stock held by Wall Street 
houses or other interests (as the 
result of last year’s distribution) 
which might come on to the mar- 
ket at some future time. 

The stock has been quoted re- 
cently around 18-18% or over 1C€ 
times the 1946 earnings of $1.89 
per share. The current indicated 
Ccividend rate is $1.20, making the 
yield about 6.5%; 1946 earnings 
showed a substantial gain due to 
tax savings. Substitu‘ing present 
preferred dividend requirements 
(but not placing fixed charges or 
taxes on a pro forma basis) share 
earnings in 1942-45 ranged be- 
tween $1.05-$1.35. However, op- 
erating income before Federal 
taxes has shown a steady growth 
during the period 1942-46, along 
with gross revenues. 

The present dividend rate rep- 
resents about 69% of last year’s 
share earnings. There is, however, 
a rather complicated charter pro- 
vision which apparently prohibits 
payment of more than 50% of the 








previous year’s available common 
stock earnings in dividends, un- 





Tradine Markets in Common Stocks 





Bates Manufacturing Co. 
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less the common stock equity in 
the balance sheet exceeds 20%. At 
the end of last year ft.e capital 
ratios were approximate'y 56% 
debt, 23% preferred stocx and 
21% common stock, so thal ap- 
parently the restriction was not 
applicable. The company expects 
at some future date to refund its 
bonds and preferred stock. The 
dividend restriction provision is 
effective while “the” preferred 
stock is outstanding but whether 
this refers only to the present pre- 
ferred stock or to a new issue as 
well is not entirely clear. At any 
rate it seems rather unlikely that 
the dividend restriction will come 
into effect since plant account has 
been written down and the depre- 
ciation reserve appears reasonably 
ample. 


In 1946 the ratio of net operat- 
ing income to net plant account 
(plus estimated working capital 
allowance). approximated 8%, 
There was a rate reduction of 
about $485,000 last May. Average 
res.dential revenues per kwh. in 
1946 were 3.91¢. 





Peru’s Foreign 
Debt Decision 


WASHINGTON (Special to the 
“Chronicle” )—There is some ques- 
tion here about the Peruvian law 
of February 28 relating to that 
country’s foreign debt. Some think 
the law may contain a joker, 
mainly as a gesture to clear the 
way for Export-Import Bank 
credit. 


The law provides that at the 

beginning of each fiscal year there 
shall be deposited an amount in 
Peruvian soles equivalent to the 
foreign exchange requirements of 
the foreign debt, such sums in 
Peruvian currency to be held for 
“opportune conversion” into for- 
eign exchange by the central bank. 
Since Peru is chronically short of 
foreign exchange the question is, 
when will conversion be oppor- 
tune? 
Foreign Bondholders Protective 
Council, Inc. made available on 
March 12 the text (in translation) 
of legislation, passed Feb. 28, 1947 
by both houses of the Peruvian 
Congress, empowering the Execu- 
tive authority of Peru to resume 
service on the dollar bonds of the 
7% and 6% issues of Peru, and 
on the 7%% issue of Cal'ao, under 
a plan which would call for (1) 
cancelling all interest’ arrears 
earned until Dec. 31, 1946 (or for 
more than 16 years), and (2) de- 
positing funds in the Central Re- 
serve Bank of Peru for its op- 
portune conversion into dollars 
for annual interest at 1% for 1947 
and 1948, 1%% for 1949 and 1950, 
2% for 1951 and 1952, and 2%% 
for 1953 and thereafter, and for 
annual accumulative amortization 
at %%. The Council further says 
in part: 

“The legislation empowers a'so 
the Provincial Council of the 
City of Lima to resume service 
on its foreign debt in the manner 
that it may deem convenient. 


“The Council calls attention to 
the fact that no formal offer has 
been made to the bondholders 
under this legislation. 


“If the government of Peru 
undertakes to resume service of 
its dollar bonds on the basis of 
the legislation of Feb. 28, 1947, 
the Council will not recommend 
to the holders of the dollar bonds 
acceptance of the plan proposed. 
Peru, in our judgment, can and 
should resume service on terms 
considerably nearer a recognition 
of its contract obligations.” 





Chas C. Seifert Dead 

Charles C. Seifert of Vermilye 
Brothers, New York City, died of 
a heart attack at his home on 





February 26. 


strations of 
good _ fellow- 
ship on the 
part of mem- 
bers, their 
friends and 
_ business asso- 
’ ciates and dis- 
tinguished 


guests who 
grace our 
table. 

To the rep- 





resentatives of 
Securities 
and Exchange 
Commission, 
New York 
Stock Exchange, New York Curb 
Exchange, National Association of 
Securities Dealers, National Se- 
curity Traders Association, New 
York Security Traders Associa- 
tion, I am honored to speak the 
welcome of the New York Secur- 
ity Dealers Association. We ap- 
preciate your coming and hope 
that you will enjoy yourselves. 
This year it is our purpose to 
give full sway to that guiding 
spirit of these dinners. I would 


Cc. E. Unterberg 





*Speech of Mr. Unterberg, of 
C. E. Unterberg & Co., New York 
City, at the 21st Annual Dinner of 
the New York Security Dealers 
Association, March 7, 1947., 








Strength and. Vitality of 
Unlisted Market 


By CLARENCE E. UNTERBERG* a 
President, New York Security Dealers Association 


Asserting it is the public interest and not selfish impulses of security 
dealers that “weigh them im the balance,” Mr. Unterberg calls for 
official recognition of the strength and vitality of the over-the- 
counter market. Points out unlisted markets exceeds in volume 
transactions on all exchanges, and urges all dealers to cooperate in 
fulfillment of their duty to protect public interest. 

The Annual Dinners of the New York Security Dealers Associa- 


tion—and this is our twenty-first—have always been occasions 
for demon-® — _ 


* « 
= ed 








not be completely frank with you 
if I did not say that our program 
this evening—devoid as it is to be 
of any formal speeches—was ar- 
ranged in answer to what, for 
want of a better word, I shall cail 
a command. To put it more dis- 
cretely and subtly, the members 
were asked if they wanted to hear 
a serious discussion at this din- 
ner and the answer was a re- 
sounding: “Hell, no!” 

So when I am through you may 
relax in earnest—and that soon. 
I am a cautious man not given to 
testing the patience of my fellow 
members. 

However, because of the re- 
sponsibility you have entrusted to 
me, I want to seize this oppor- 
tunity to briefly strike one seri- 
ous note. 


Dealers’ Community of Interest 


Here tonight are 1,000 or more, 
directly and indirectly reliant 
upon the security business for a 
livelihood (not to mention the 
many absent thousands employed 
by and associated with us). We 
are underwriters, brokers and 
dealers, trading and retailing or- 
ganizations, Stock Exchange 
members and non-members. We 
belong to local organizations of 
our business and to national or- 

(Continued on page 1394) 





s'rike once in a while, but it would 
be a safe bet, nevertheless, that it 
will act very slowly in that direc- 
tion. 

In the first place, the union it- 
self keeps saying it does not want 
a Strike, that it would like to ob- 
tain a peaceful settlement of the 
dispute with A. M. Kidder & Co. 
if possible. The fact that the union 
has not been precipitate in tak:ng 
anything like what might seem as 
extreme action against the firm 
suggests to the outsider that it is 
not getting very far in its bargain- 
ing with the company and is tang- 
ible evidence it does really intend 
to move slowly and very slowly 
in the dispute. 


A strike against A. M. Kidder 
& Co., as visualized by the union, 
would also very likely mean a 
strike against the New York Stock 
Exchange, the New York Curb 
Exchange and the New York Cot- 
ton Exchange. The sequence of 
events would possibly be some- 
thing like this: First a strike would 
be declared, say, against A. M. 
Kidder & Co. and maybe also 
against some other houses in the 
Street with which the union has a 
quarrel. Simultaneously with the 
strike call, the union would prob- 
ably notify the various Exchanges 
of its desire to cancel its contracts 
with them in 30 days. This the 
union would do so as not to put 
itself in the embarrassing position 
of crossing its own picket lines. 
Thus; at the end of the 30-day pe- 


riod, the contracts would cease to 





Threatened UFE Strike Against A. M. Kidder Co. 
Gould Also Mean Strikes Against the Exchanges 


By EDMOUR GERMAIN 


There has been a lot of loose talk to the effect that now that 
the United Financial Employees, AFL, was victorious in a strike 
against the New York Cotton Exchange which lasted only one day, 
it will throw its strength against A. M. Kidder & Co., a brokerage 
house with-which it is at loggerheads in negotiations for a contract. 


A strike may develop as so many say between the UFE and A. M. 
Kidder & Co. The union does talk® . 








be in force. The union’s attitude 
apparently is that no objection 
would be raised by the officers of 
any one of the Exchanges han- 
dling the business of struck firms 
but it certainly would not permit 
union members to do so. Refusal 
of the union members to handle 
this business might or might not 
lead to disciplinary action of some 
kind by the Exchanges. If the 
Exchanges took this kind of action, 
the union would undoubtedly 
strike against them. 

In a way, all this sounds fan- 
tastic but yet this is the way con- 
versation on the subject is drift- 
ing. It is anyone’s guess as ta 
what will happen. It is known that 
the unon members who are em- 
ployed at the New York Stock 
Exchange, for ins‘ance, like the 
contract they have with the Ex- 
change and would not like to see 
the union cancel it without just 
and reasonable cause. The un.on 
no doubt has a hard choice to 
make. Its very life may: hang in 
the balance, either way it goes. 
The fact that it is affiliated with 
the AFL of course means, teo, that 
it may be aided in making ‘this 
choice of action by national of- 
ficers of the AFL. The union feels 
that the intervention of certain 
state officials, as for instance even 
a man like Gov. Dewey, may help 


and so may consequently seek that 
kind of intervention. Since strike 
action against A. M. Kidder & Co. 
would surely affect the whole 

(Continued on page 1428) ur 
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On Budget 


Taft, Ruml and Blough 


and Taxes 


Republican leader, in round table, discusses need for government 
tax reduction, with originator of “pay-as-you-go” tax plan and 
with former Treasury tax expert. Though all favor tax reduction, 
they differ as to amount and method. Ruml proposes a 20% income 
tax reduction, and additional exemption of $100 for dependents 
together with a cut in corporation tax from 38% to 34%. Opposes 
mandatery reduction of national debt from budget surplus. Taft 
fears renewed wage demands if taxes are not cut, but Blough 
urges delaying tax cuts until 1948. 


A serious and timely discussion of the Federal Budget, under 
the auspices of the University of Chicago Round Table, was broad- 





Robert A. Taft 


Beardsley Ruml 


Roy Blough 


cast over the NBC network on March 9. The participants were 
Senator Robert A. Taft, Republican leader, Beardsley Ruml, Chair- 


aan of the Board of R. H. Macy &® 


Co., Inc. and originator of pay-as- 
you-go income taxation, and Dr. 
Roy Blough, Professor of Eco- 
momics, Chicago University, and 
formerly tax planning expert of 
the Treasury. 

Senator Taft opened the dis- 
cussion on “Should Taxes Be 
Reduced Now?” with the follow- 
ing statement: 


“The President submitted a 
budget which calls for receipts of 
$39,100,000,000 and expenditures 
of 37% billion dollars with a defi- 
cit of about a billion—I mean 
a surplus of about a 1% billion 
dollars. That budget is now be- 
fore Congress. Congress has dif- 








fered somewhat about a cut, but 
there is general agreement on 
both House and Senate sides, and 
I may say with great Democratic 
support, that the President is 
wrong in saying that the budget 
cannot be cut, and that no tax 
reduction can be given. The pro- 
gram of Congress probably will 
appear in a conference report cut- 
ting about 5 billion dollars off the 
President’s budget. That will 
leave a total excess of receipts 
over expenditures of about 6% 
billion dollars. My own proposal 
is that 3% billion dollars of that 


be applied to tax reduction on 
(Continued on page 1396) 





PHILADELPHIA 





WE ARE PLEASED TO ANNOUNCE THAT 
MR. ROYCE N. FLIPPIN 


IS NOW ASSOCIATED WITH US IN OUR 
INSTITUTIONAL DEPARTMENT 


Smith, Barney & Co. 


Members New York Stock Exchange 
and other leading exchanges 


14 WALL STREET, NEW YORK 5 


CHICAGO 








We announce the installation of a 


TRANSATLANTIC TELETYPE 


providing direct, instantaneous, written communication 
with our correspondents in London 


MODEL, ROLAND & STONE 


Members New York Security Dealers Association 


76 BEAVER STREET 
NEw YorkK 5, N. Y. 


BOwling Green 9-4623 
Teletype NY 1-2525 





Stresses 


nections. 

O b viously, 
the volume of 
em p loyment 
dependson 
the volume of 
aggregate de- 
mand or the 
volume of ex- 
penditure re- 
lative to the 
height of the 
wage or earn- 
ings level, 
with due re- 
gard to the 
proportion of 
the national 
income that is 





Dr. Bertil Oblin 


paid out as interest and profit. I 
notice that quite frequently peo- 
ple seem to discuss volume of 
aggregate expenditure without 
mentioning that it must be meas- 





*Transcript by the “Chronicle” 
of fifth lecture by Dr. Bertil Ohlin 
in the 1947 series of the Julius 
Beer lectures on “The Problem of 
Employment Stabilization,’ New 
York City, Feb. 17, 1947. 


moting investment stability. Says cost- 
pessimistic nor optimistic, and holds 





By BERTIL OHLIN* 


Conditions of Employment Stabilization 


Professor of Economics, University of Stockholm 


Maintaining employment stability depends on investment stability, Dr. Ohlin outlines schemes for pro- 
price relationship should make profit expectations neither very 
\ free wage movements are incompatible with controlled prices. 
r importance of coordinating private and public investment and concludes stable average 
price levels create favorable employment conditions. Attacks yearly budget balancing, and sees inter- 
national investment and economic cooperation as economic stabilizing factor, but denies all coun- 
tries should be kept prosperous. Stresses importance of stability in rich nations. 


I shall not attempt to compete with the writers who have recently published books 
on employment policy in presenting a relatively complete list of all the various policies 
that are relevant. I shall wed f Prcerancnd. to give a bird’s eye view of certain important con- 





ured in terms of the wages or 
earnings of one unit of labor, and 
without making the qualification 
as to the possible variations in the 
distribution of income between 
the income of labor and other 
types of income. 


However, although employment 
does not vary in precise propor- 
tion to aggregate expenditure, 
even if earnings are constant, the 
deviations are not very important. 


The different kinds of expendi- 
ture can conveniently be classed 
in five groups—a practice that has 
become usual in the last years. 
First, purchases for private con- 
sumption; second, public expendi- 
ture on current account; third, 
private investment; fourth, public 
investment; and fifth, net foreign 
investment, 


It is generally accepted that 
stability in employment depends 
on stability in investment, and 
that therefore the sum of private 
and public investment at home 
and net foreign investment is the 
strategic quantity. If people and 
institutions want to save a certain 





Told Your 





: Have You 


about Equipment Trusts? 


N OUR underwriting and research capacities, we 
are frequently in a position to offer information 
stimulating to business in a particular field. This situ- 
ation applies now with regard to railroad equipment 
trusts. Next to the obligations of the United States 
Government, railroad equipment trust certificates are 
the most generally available security adapted to the 
needs of the maturity-conscious institutional investor. 
As a part of our regular cooperative service in foster- 
ing mutually profitable business, we shall be glad to 
discuss fully the attractiveness of this type of security 
in relation to your own customers’ needs. 


Customers | 











' R. W. Pressprich & Co. 


68 William Street 
NEW YORK 5 


201 Devonshire Street, BOSTON 10 





Members New York Stock Exchange 


GOVERNMENT, MUNICIPAL, RAILROAD, 
PUBLIC UTILITY, INDUSTRIAL BONDS 
AND INVESTMENT STOCKS 


Telephone HAnover 2-1700 
Teletype NY 1-993 











proportion of the national income, 
that is compatible with full em- 
ployment, then it is necessary that 
the volume of investment should 
agree with this willingness te 
save. If that is done, the demand 
by consumers will, practically 
(Continued on page 1398) 


SCHENLEY DISTILLERS CORPORATION 

NOTE—From time to time, in this space. 

there will ero 7 nt 

we hope will be of interest to our fellow 

Americans. This is number 160 of a series. 
SCHENLEY DISTILLERS CORP, 


Guest Editorial 


By MARK MERIT 














In the February 22nd, 1947 issue 
of The Publishers’ Auxiliary, a 
weekly newspaper which claims, 
with pardonable pride, that it 
reaches the largest group of news- 
paper publishers in the United 
States, we find a “guest editorial” 
from which we just can’t resist 
quoting some excerpts, as the basis 
for this article. The “guest edi- 
torial” is in the form of an “open 
letter reply’’ on the part of William 
J. Brown, publisher of the Chicora 
(Pa.) Herald, to a respected mem- 
ber of the cloth in his community, 
who has three times voiced his ob- 
jections to the Herald’s advertising 
policy. And now we quote: 


“Our paper accepts advertising for 
revenue. It would be financially im- 
possible to operate without it. If you 
would deprive us of our living you 
would also deprive this community of 
its paper . . . If we deprived you of 
your collections we would, no doubt, 
deprive ‘your church of its pastor. 
It’s just that simple—a problem of 
economics. We feel there is a need in 
this community for both of us. We 
also feel that the vast majority of our 
paid subscribers in no manner find 
our advertising objectionable’. 


“You are attempting to exhume an 
issue that’s dead and buried. The in- 
famous Eighteenth Amendment nur- 
tured an era of sin and crime to be 
abhorred by every clear thinking man 
and woman in America. This act 
was repudiated by the people of this 
state. Today there are other problems 
that need all of our energy. These 
problems could keep both of us busy 
for many weeks”. And Mr. Brown 
continues: 


“If your plan for the elimination of 
much of our advertising were effec- 
tive, it would seriously hurt this 
paper. When you hurt one business 
in a small community you hurt all 
businesses, for each is dependent on 
his neighbor. The borough receives 
much revenue from the returned 
beverage tax, each year. Any drop in 
that, would have to be borne by the 
taxpayers and we’re almost certain 
the citizens are not crusading for 
higher taxes...” 


End quote. 
Period. 





FREE—96-PAGE BOOK—Send a 
postcard or letter to MARK MERIT OF 
SCHENLEY DISTILLERS CORP., Dept. 
18A, 350 Fijth Ave., N.Y. 1, and you will 
receive a 96-page book containing reprints 
oj earlier articles on various subjects. 
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CARTER H. CORBREY & CO. 


Member, National Association 
of Securities Dealers 


Wholesale Distributors 
- Middle West — Pacific Coast 


For 
UNDERWRITERS 


SECONDARY MARKET 
DISTRIBUTION 


CHICAGO 3 LOS ANGELES 14 
135S.LaSalleSt. 6505S. Spring St. 
State 6502 


ce 99 art 5 











We have an analysis of 


Showers 
Brothers Co. 


COMMON 


Copies on request 


CASWELL & CO. 


120 South La Salle Street 


CHICAGO 3, ILL. 
Tele. CG 1122 Phone Central 5690 

















— TRADING MARKETS — 
Nutrine Candy Co. 


Common 
Prospectus on request 


Lear Inc. 
Common 














WilliamA.Fuller&Co. 


Members of Chicago Stock Exchange | 
209 S. La Salle Street’ Chicago 4 
Tel. Dearborn 5600 Tele. CG 146 | 
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Cent. Pub. Utility Corp. 
Income 542s, 1952 


Chgo. No. Sh. & Milw. 
Ry. Co. 


Common ‘Stock 


Brailsford & Go. 


208 S. La Saile Street 


CHICAGO 4 
Tel. State 9868 








CG 95 





Colorado Milling & Elev., Com. 
*National Tank Co., Com. 
Central Steel & Wire Co., 


Common 
*Seismograph Service Corp.,Com. 
*Prospectus Available on Request. 


Paal I1.Davis & Go. 


Established 1916 
Members Principal. Stock Exchanges 
Chicago Board of Trade 
10 So. La Salle St., Chicago 3 


Tel. Franklin 8622 Teletype CG 405 
Indianapolis, Ind. - Rockford, II. 
Cleveland, Ohio 

















FRED. W. FAIRMAN Co. 


Central Public 
Utility 
51%4’s of 52 
Write for our Brochure 
analyzing these Bonds. 


_ 208 SOUTH LA SALLE ST, 
CHICAGO 4, ILLINOIS 
Telephone Randolph 4068 
Direct Private Wire to New York 
Bell System CG 537 
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Dealer-Broker Investment — 
. Recommendations and Literature 


It is understood that the firms mentioned will be pleased 
to send interested parties the following literature: 









———_—— 














Aviation Bulletin — Containing 
news, earnings, prices, comment 
and general market opinion—John 
H. Lewis & Co., 14 Wall Street, 
New York 5, N. Y. 





Bank and Insurance Stock Digest 
—Contains disscussion of fire in- 
surance earnings and brief data on 
several interesting situations — 
Geyer & Co., Inc., 67 Wall Street, 
New York 5, N. Y. 





Bargain Counter—Latest issue 
of “Geared to the News” Bulletin 
Service emphasizes the relative 
theapness of over-the-counter se- 
turities as a. consequence of the 
recent sharp rise in the listed 
narket—Strauss Bros. Inc., 32 
Sroadway, New York 4, N. Y. 





Comparative Statement of 1945- 
1946 for Fire and Casualty Insur- 
ance Companies—Mackubin, Legg, 
& Co., 22 Light Street, Baltimore 
3, Md. 





Copper Industry — Analysis of 
situation which appears favorable 
—H. Hentz & Co., 60 Beaver Street, 
New York 4, N. Y. 





Dominion of Canada and Cana- 
dian Provinces—Handbook show- 
ing funded debts outstanding 
January, 1947 — Woed, Gundy & 
Co., Inec., 14 Wall Street, New 
York 5, N. Y. 





Manual of St. Louis Bank Stocks— 
1947 Edition, facts and figures on 
principal banks in and around St. 
Louis—G. H. Walker & Co., Inc., 
Broadway & Locust, St. Louis, Mo. 





1947 Appraisal of Railroad Se- 
curities — Reprints of address by 
Patrick B. McGinnis to the Maine 
Investment Dealers Association— 
McGinnis, Bampton & Seliger, 61 
Broadway, New York 5, N. Y. 





Petroleum Industry — Summary 
and outlook—in the “Fortnightly 
Market and Business Survey” — 
E. F. Hutton & Co., 61 Broadway, 
New York 6, N. Y. 





Railroad Develepments of the 
Week—Summary—Vilas & Hickev, 
49 Wall Street, New York 5, N. Y. 





Review of Railroads in the Pro- 
feess of Reorganization—Detailed 
study — Carreau & Co., 63 Wall 
Street, New York 5, N. Y. 





Securities Are Perishable!—Dis- 
cussion of changing market situa- 
tion and its effect on evaluation of 
securities — Address Department 
T-92, Merrill Lynch, Pierce, Fen- 
ner & Beane, 70 Pine Street, New 
York 5, N. Y. 





American Water Works & Elec- 
tric Co.—Analysis and outlook— 
Jacques Coe & Co., 39 Broadway, 
New York 6, N. Y. 


Argo Qil Corporation—Descrip- 
tive circular—Seligman, Lubetkin 
& Co., Inc., 41 Broad Street, New 
York 4, N. Y. 








Also available are circulars on 
Wellman’ Engineering; Fashion 
Park, Inc.; Upson Co.; and Osgood 
Co. 





Aspinook Corporation—Circula: 
—Ward & Co., 120 Broadway 
New York 5, N. Y. 

Also available are memoranda 
»n W. L. Douglas Shoe Co.; Hart- 
ford Empire; Lanova Corp.; Mo- 
hawk Rubber; and Taylor Whart- 
on Iron & Steel; Purolator Prod- 
ucts; Upson Corp.;: Alabama Mills: 
Diebold, Inc.; Pfaudler Corp.: 
United Artists, Vacuum Concrete. 





Boston & Maine Railroad — 
Circular — Walter J. Connolly & 
can 24 Federal Street, Boston 10, 

ass. 





Central Public Utility 5% 
of ’52 and Consolidated Electri: 
and Gas Pfd. — Comprehensivs 
study and analysis in brochure 
form—Fred W. Fairman & Co 
208 South La Salle Street, Chi 
cago 4, Ill. 





Chicago Railways Co.—Analysi:s 
and possiblities for speculation— 
Arthur Wiesenberger & Co., 61 
Broadway, New York 6, N.-Y. 





D. L. & W. — Lackawanna RR. 
of New Jersey—Analysis—B. W. 
Pizzini & Co., 25 Broad Street, 
New York 4, N. Y. 





R. Hoe & Company—New anal- 
ysis—Adams & Co., 231 South La 
Salle Street, Chicago 4, II. 





Houston Oil Co. of Texas— 
Memorandum—A. M. Kidder & 
Co., 1 Wall Street, New York 5, 
nN, &. 

Also available is an analysis of 
oe prospects for Wilson & Co., 
ne, 


Hydraulic Press Manufacturing 
Co.—Detailed Analysis—Comstock 
& Co., 231 South La Salle Street 
Chicago 4, Ill. 

Also available are analyses of 
Long Bell Lumber Co., and 
Miller Manufacturing Co. 








Lime Cola Co.—Late data— 
Thornton, Mohr & Co., First Na- 
tional Bank Building, Montgom- 
ery 4, Ala. 





Line Material Co.—New analysis 
showing how company will benefit 
by expansion in Utility service 
demands—Loewi & Co.,. 225 East 
Mason Street, Milwaukée 2, Wis. 

Also available is the current is- 
sue of the firm’s “Business and 
Financial Digest.” 





Marmon-Herrington Co., Inc.— 
Memorandum discussin? possibili- 
ties—G. A. Saxton & Co., Inc., 70 
Pine Street, New York:5, N. Y. 





Metal Forming Corporation — 
Memorandum—First Colony Cor- 
poration, 52 Wall Street, New 
York 5, N. Y. 





National Paper & Type Co. — 


Analysis of prospects — Troster, : 





We Maintain -Active Markets in 








Telephone State 8711 


New York Philadelphia 





DEEP ROCK OIL CORP. Common 
CHICAGO SO. SHORE & SO. BEND RR Com. 
NORTHERN STATES POWER CO. 6% & 7% Pfds. 


H. M. Byllesby and Company 


. Incorporated : 
| ' 135 So. La Salle Street, Chicago 3 





Teletype CG 273 


Pittsburgh Minneapolis 


a 


Currie & Summers, 74 Trinity{ Rockwell -Manufacturing Co.— 
Place, New York 6, N. Y. | Analysis — Steiner, Rouse-& Co 
Also available is a list of stocks; 25 Broad -Street, New York 4 
which appear interesting. |B: Y. 








National Terminals Corp.—New | 
report—Adams & Co., 231 South | Schenley Distillers Corporation 


( _—Brochure of articles they have 
La Salle Street, Chicago 4, Ill. ‘been running in the Chronicle. 


‘ ra ‘ .. | Write to Mark Merit, in care of 
New England Public Service Co. Schenley Distillers Corporation, 


—Analysis—Ira Haupt & Co., 111 : 
Broadway, New York 6, N.Y. | 3 'y< 4 Avenne, New ‘York 1, 


Osgood Company—Detailed cir- | 
‘ular—Seligman. Lubetkin & Co.,| Showers Brothers Co.—Analysis 
Inc., 41 Broad Street, New York 4, | —Caswell & Co., 120 S. La Salle 
N. Y. Street, Chicago 3, Ill. 

















Parker Appliance Co.—Circular 
—du Pont, Homsey Co., 31 Milk 
Street, Boston 9, Mass. 


Southern Pacific Railroad Sys- 
tem vs. Pennsylvania Railroad 
System—Research report—Thomas 


= G. Campbell and William T. Camp- 
Pittsburgh Railways — New|hci,$10.00 per copy 


memorandum—H. M. Byllesby & 
Company, Stock Exchange Build- 
ing, Philadelphia 2, Pa. 








Tide Water Power Company— 
Memorandum—Buckley Brothers, 

Polaroid Co.—Analysis and re- 1420 Walnut Street, Philadelphia 
cert developments—Ward & Co. 2, Pa. 
120 Broadway, New York 5, N. Y. Also available are memoranda 
on Colorado Milling & Elevator 

Polarcid Corporation — Memo'| ©®- and International Detrola Corp. 
on current developments discus- | 
sing growth possibilities—Troster | 
Currie, & Summers, 74 Trinity | m 
Place, New York 6, N. Y. 














Utica & Mohawk Cotton Mills, 
c. — Circular — Mohawk Val- 
ley Investing Co., Inc., 228 Gen- 

'esee Street, Utica 2, N. Xk. 
Portland Electric Power Co. — | 


Descriptive booklet availab'e on) , 
company for which a plan of re- Warner Co.— Memorandum on 


‘as ‘ : i+e44: | OUtlook—H. M. Byllesby and Co., 
organization, resulting in 8 Gist |Stock Exchange Building, Philo 
is now being submitted to security delphia 2, Pa. 
holders—Blyth & Co. Inc., 14 Wall 
Street, New York 5, N. Y. 














S. D. Warren Co.—Analysis— 


| May & Gannon, Inc., 161 Devon- 
Public National ee & Paar ‘shire Street, Boston 10, Mass. 
Co.—Year-end analysis—C. | bey . , a 
Unterberg & Co., 61 Broadway, | Also available is a detailed re 
New York 6. N. Y. port on Hytron Radio and Elec- 
Also available is an offering | tronics Corp. 

circular on Stern & Stern Textiles 
Inc. 








West Ohio Gas Company — 


'Analysis—J. J. O’Connor & Co., 
Ralston Steel Car Co. — Circu- | _ 
lar — Lerner & Co., 10 Post Office 135 South La Salle Street, 


Square. Boston 9, Mass. | Chicago 3, Il. 

















NSTA Notes 


NSTA MUNICIPAL COMMITTEE 


Ludwe 1 A. Strader of Scott, Horner & Mason, Inc., Lynchburg, 
Virgina, Chairman of the Municipal. Committee of the National 
Security Traders Association announces the following members: _ 

Stanley G. McKie, The Weil, Roth & Irving Co., Cincinnati, 
Vice-Chairman; Russell M. Ergood, Jr., Stroud & Co., Philadelphia; 
Harold Chapel, McDonald-Moore & Co., Detroit; H. Frank Burk- 
holder, Equitable Securities Corp., New Orleans; J. Creighton Riepe, 
Alex. Brown & Sons, Baltimore. 

Mr. Strader states that the purpose of this committee will be 
to collect, evaluate, and disseminate information in the municipal 
field which will be of value to members of the NSTA. 


CLEVELAND SECURITY TRADERS ASSOCIATION 


The Cleveland Security Traders Association will hold their 
Annual! dinner on Friday, March 28th. 














DALLAS BOND CLUB 


New officers and directors of the Dallas Bond Club, to serve 
for 1947 are as follows: : 


Judson S. James W. C. Jackson, Jr. Joe W. Ellis William ‘Waggener 
.President: Judson S. James, James & Stayart Co. Vice-Presi- 
dent:. W. C.- Jackson, Jr., First Southwest Co. Secretary: William 


Waggener,. Walker, Austin & Waggener. Treasurer: Joe W. Ellis, 











R. A. Underwood & Co. Directors: Charles B. Carothers, Carothers 


oe. O. V. Cecil, R. S. Hudson & Co.; C. Alfred Bailey, Dittmar 
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A trader whose over-the-counter specialty is the lesser-known 
issues on the market believes that some investors anyhow could with 
profit pay more attention to the “sleepers,” that is, the seemingly least 
attractive and so usually the most inactive securities, in the real 


estate field. 


“Sleepers” have been known fo produce astonishing 


yields to speculators at various times in the past and the possibilities 
for spectacular gains which this®— 


whole class of securities continues 
to hold for many investors in real 
estate securities should not be 
overlooked, he argues. 


To anyone who can see the 
whole picture, it certainly isn’t 
surprising that interest in “sleep- 
ers” among the real estate securi- 
ties should be stirring in some 
quarters, among traders, such as 
the trader noted above, and others, 
particularly at this time when 
earnings on many properties are 
at their highest levels in years. Of 
course, just as it is easy to be pes- 
simistic about Europe at the mo- 
ment, it is just as easy to be opti- 
mistic now about real estate in- 
vestments. Americans, it has been 
said, think that once good times 
have arrived prosperity will last 
forever, but American economic 
reatness probably has stemmed 
rom this kind of enthusism. 


' It should be possible to sound a 
note of sober caution in any 
period of exuberant spirits, how- 
ever, without in any way dampen- 
ing legitimate enthusiasm. There 
is no doubt that certain funda- 
mental factors underlying the real 
estate market today are healthy 
and strong where once they were 
nemic and weak, to say the least. 
me securities which were once 
scarded in wholesale fashion by 
isgusted investors are now un- 
doubtedly taking on increasingly 
attractive features in the eyes of 
many of the market-wise. For the 


the next five years or more, it is 
believed all around, real estate 
earnings should remain very high 
and the prices of securities of the 
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various properties will most likely 
reflect this happy condition. 
After all, too, water has been 
pretty generally shaken out of 
real estate issues wherever it was 
discovered to exist. The burden 
of debt which many properties 
had to carry has been eased con- 
siderably. Throughout the field, 
there has been a conspicuous im- 
provement in financial structures. 
This improvement, better business 
and the resulting heavy liquida- 
tion of debt naturally have also 
tended to enhance equity values, 
in fact, to enhance the values of 
all types of real estate securities. 
It is likely now that many prop- 
erties will take advantage of their 
improved financial status to ease 
further without delay the burden 
of remaining debt through refi- 
nancing their obligations at lower 
rates of interest wherever this 
action may be possible or advis- 
able and so prepare themselves 
for any possible other shocks 
which they may suffer from de- 
creased incomes at any time in 
the foreseeable future. 
Business men who are not 
afraid to speculate, as it were, 
with some of their money are the 
only people who should think of 
buying securities in the “sleeper” 
class. No one with limited funds 
to spend should even take a look 
at the “sleepers.”’ Certainly no one 
would be justified in borrowing 
money to purchase “‘sleepers.’”’ The 
folks, who invest in “sleepers” 
must or should be able as well as 
willing to put the various securi- 


forget them for a few years. 


the common stock of the Jones 
Estate Corporation in which he 
has taken a position. There are 


manufacturing corporation witha 


profitable enterprise. Trading in 
this stock is almost non-existent. 
The corporation also owns all of 
nearly 17,000 shares of $4 cumu- 
lative preferred stock entitled to 
a preference of $100 per share 
which is to be retired at $150,000 
a year commencing April 1 until 
the aggregate of the sinking fund 
amounts to the sum of 6624% of 
the greatest number of shares 
outstanding multiplied by $100. A 
large insurance company holds a 
first mortgage on the property 
which bears interest at the rate 
of 4% a year and which, after the 
annual instalment of $100,000 to- 
ward principal this. year, will 
amount to $3,925,000. 

All 345,000 square feet of floor 
space in the building, located on a 
choice corner site facing Central 
Park, is 100% occupied and has 
been for some time and long-term 
leases have been drawn up with 
the tenants, numbering 111, in- 


ties they buy in a strong box and |]: 


By way of illustrating his gen-|- 
eral thesis, this trader mentions | 


180,000 shares of this stock of|' 
which roughly two-thirds are held |} 
by one of the tenants, a large}; 


long record of conspicuous and}; 








cluding the chief stockholder. 


Rental income in the last fiscal 
year, ending Jan. 31, 1947,. was 
$1,148,960 which was nearly a half 
million dollars more than it was 
four years ago. With the earn- 
ings prospects bright for another 
five years at least, the possibility 
is good that refinancing may be 
attempted to retire both the pre- 
ferred stock and the existing 
mortgage to save on _ interest 
charges. Two possible obstacles 
stand in the way of refinancing, 
one, the fact that conversion of 
the preferred stock into a new 
lower rate mortgage would, so far 
as the owners of the preferred are 
concerned, change their holdings 


to a defaultable security and, two, 
the fact that under the terms of 
the existing mortgage agreement, 
a sum equal to %4 of 1% on the 
unpaid balance of the principal 
would have to be paid to the in- 
surance company for each year of 
the unexpired term. In the light 
of all these considerations, the 
trader thinks that the common 
stock which was selling for $17 
last July and which fell to $12 in 
September and to $7% at a later 
date but is now selling around 
$934 to $10% is worth $25 easily. 
Last June another analyst, basing 
his calculations on the fact that 
excellently located office build- 
ings were being appraised at nine 
times their rental income, thought 
the stock had a value of $23 a 
share. 


Snyder Denies Ghange 
In Treasury Int. Policy 


In response to inquiries received 
at the Treasury Dept., Secretary 
Synder announced on March 7 
that no changes in the interest rate 
policy of the 
Government 
at this time 
are under con- 
templation. 

He cau- 
tioned against 
any interpret- 
ation of recent 
newspaper 
articles indi- 
cating that a 
rise in rates is 
imminent. He 
said that all 
phases of debt 
management 
are under con- 
stant study by 
the Treasury and Federal Reserve, 
and that there has been no change 
in the policy announced by the 
President in his Budget Message 
that “interest rates will be kept at 
present low levels through con- 
tinued cooperation of the Treas- 
ury Department and the Federal 
Reserve Svstem.” 


The technical methods by which 
the Government’s interest rate 
policy will be carried out are also 
under constant study in collabora- 
tion with the Federal Reserve 
Open Market ‘Committee and 
others interested in the subject. 

The Secretary stated that the 
Treasury is alert to the Govern- 
ment bond market and the effect 
of its financing on bank reserves 
and the needs of different classes 
of investors. 





John W. Snyder 
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America Has Stake in Austrian 
Reconstruction 


By ERNEST H. WEINWURM 


Holding government grants and loans cannot solve the Austrian 
problem, Mr. Weinwurm advocates American direct investments 
in Austria which would be protected by the American army in 
near-by Bavaria and based upon natural resources such as water- 
power, iron ore and lumber. Says expansion of Austrian exports 
and tourist traffic with American assistance would improve Aus- 
tria’s dollar position and help service Austrian investments. Con- 


tends risks can be held within reasonable limits. 


Concludes 


American free enterprise has opportunity to prove its superiority 
through deeds in a part of the world where totalitarianism seeks 


to assert itself. 


Negotiations for an Austrian’ treaty awaiting attention of the 
Foreign Ministers’ Conference now under way at Moscow turn 


the spotlight 
on that coun- 
try and Cen- 
tral Europe in 
general while 
during 1946 
attention had 
been focused 
on the Balkan 
and Mediter- 
ranean areas 
in connection 
with the prep- 
aration of 
peace treaties 
with Italy and 
the Satellite 
countries. 





Ernest H. Weinwurm 


The United States has stressed 


repeatedly its interest in the 
Austrian settlement; Americans 
are participating in the Control 
Council for Austria, American 
troops are occupying part of the 
country and large amounts of 
American money have been spent 
already for Austrian rehabilita- 
tion partly from Army funds and 
partly through UNRRA, the latter 
amounting to some $84,000,000. 
Austria has been granted a 
$10,000,000 credit for the purchase 
of army surplus material which 


5; 





may be increased to $25,000,000. 
Application has been made for a 
$50,000,000 loan from the Export 
Import Bank for the purchase of 
raw materials and industrial ma- 
chinery. Moreover, the country is 
slated to get a share of a $300,- 
000,000 appropriation included in 
the War Department budget 1948 
to finance relief in occupied coun- 
tries. 


Austrian Problems Need 
Consideration By American 


Business 


These heavy commitments in 
both the political and economic 
field warrant more attention to 
Austrian problems than has been 
given them so far by the Ameri- 
can people and particularly by 
American business. It will be seen 
that the latter has a much greater 
stake in developments in that 
distant country than is generally 
realized. Following a brief gen- 
eral review of present economic 
conditions in Austria, attention 
will be called’ on possible con- 
tributions American business 
could make toward a solution of 





(Continued on page 1408) 





Policy Issues at Export-Import Bank 


Chairman Martin explains changed policy of lending for long-range, 
in lieu of emergency reconstruction purposes. Reconstruction help 
applications now going to World Bank. Holds loans should be used 
for improving foreigners’ balance-of-payments position. Urges us to 
live up to growing creditor status by promoting useful and 
economically desirable imports. In his report to Congress he points 
to a favorable foreign trade outlook and contends unused U. S. 
foreign loans portend increased exports. 


WASHINGTON (Special to the “Chronicle”)—Interviewed by 
the “Chronicle’s” correspondent on the occasion of the issuance of 


the Export- 
Import Bank’s 
Third Semi- 
annual Report 
to Congress, 
the Bank’s 
Chairman, 
William Mc- 
Chesney Mar- 
tin, drew spe- 
cial attention 
to policy is- 
sues faced by 
the Bank dur- 
ing the last 
half of 1946. 
These, accord- 
ing to Mr. 
Martin, were 
(1) the position of the Bank re- 
garding further’ reconstruction 
credits, (2) current proposals for 
the extension by the Bank of ex- 
port credit and transfer guaranties, 
(3) the question of the rates of in- 
terest on the Bank’s loans, and (4) 
the policy of the Bank with re- 
spect to imports. 

“As pointed out in the report,” 
said Mr. Martin, “the increase of 
$2,800,000,000 in its lending au- 
thority granied by the Congress in 
July 1945, was intended chiefly to 
enable the Bank to extend emer- 
gency reconstruction credits ty lib- 
erated and war-devasted countries 
during the period until the World 


Bank should open for business. 
The Export-Import Bank proceed- 
ed to authorize such credits, main- 





W. McC. Martin, Jr. 


® 








ly at long term and for a wide 
variety of specified purposes. 

“As of the end of May 1946, au~ 
thorizations of this type aggre- 
gated approximately $2.100,000,000 
and an aditional $500,000,000 had 
been earmarked for possible 
further credits to China. Thus, all 
but $200,000,000 of the Bank’s in- 
creased lending authority had been 
committed or earmarked at that 
time. In June, the International 
Bank announced that it was open 
for business and ready to receive 
—— from its members for 
oans. 


“Under these circumstances, the 
Export-Import Bank has decided 
that it must bring to an end its 
program of emergency reconstruc= 
tion credits and that this decision 
should apply especially to coun- 
tries which have access to the 
facilities of the World Bank,” Mr, 
Martin continued. “The Export- 
Import Bank continues to consider, 
however, in accordance with its 
general powers and policies, cred- 
its to finance trade with countries 
undergoing reconstruction as well 
as with other countries. It is the 
policy of this Bank that the credits 
which it authorizes shall be for 
specific purposes, shall contribute 
in the most direct manner to a 
balanced long-range expansion of 
foreign trade, and shall be on 


terms appropriate to the circum=- 
(Continued on page 1416) 
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The Federal Budget— 
The Turning Point 


By ARTHUR A. BALLANTINE* 
Formerly Under-Secretary of the Treasury 

Holding end of lavish spending is more important objective than 
amou:t of budget reduction, former Republican Treasury official 
scores Truman budget as excessive, but admits task of reduction 
without sacrificing essential government functions and defense 
needs is difficult. Points out a sound budget, upon which produc- 
tive economic life depends, is itself a part of national defense. 
Holds debt should be reduced not by fixed figures but by available 
revenue and says there is need for income tax reductions. 


rise in time accounts. And they 
sold bonds to match the rise in 
loans during that period. 
Whether or not they will con- 
tinue to operate accordingly 
remains to be seen. If they do, it 
would seem appropriate for each 
to extend the following invitation 
to whom it may concern: 

Put Your Money In A Bank, 
this bank, where it will not be 
used against the owners of life 
insurance and the beneficiaries of 
trust funds in general. 

Between Nov. 6, 1946 and Dec. 
4, 1946, when on balance they 
sold only $108 million Treasury 
bonds, the average yield on 
medium - term Treasury bonds 


A courageous course in federal finance is essential t i i 
‘ ; oO national | rose about 1/10 of 1%. The yield 
defense and to production upon which all depend. Whether we can/|on short and long-term bonds rose 


put a stop to o— 


the policy of 
lavish spend- 
ing and pro- 
ceed with debt 
and tax re- 
duction is the 
issue, not the 
exact amount 
of reduction. 

Two great 
considerations 
confront at 
the outset. 

One is the 
stupendous 
Federal debt, 
now about 
$2 60.000,000,-_ . 
000. That sum amounts to about 
$2,000 a person in the country or 
about $7,000 a family. The debt 
mow calls for annual interest of 
about $5,000,000,000. 

Handling the debt involves the 
safety of the people’s savings, the 





A. A. Ballantine 





*An address by Mr. Ballantine, 
a partner in Root, Ballantine, 
Harlan, Bushby & Palmer, at a 
luncheon of the New York Young 
Republican Club, New York City, 
March 6, 1947. 








; about half as much. To be sure, 
basis of the business life of the] that rise in yield on the pace- 
country and, ultimately, national| makers was not very great. 
defense. A huge debt would hand-| Nevertheless, it seems to say that 
icap the nation in meeting any|the commercial banks of this 
new emergency. 





country can do something about 
raising the wages of capital. A 
Reserve Policy based upon the 
following considerations is in- 
dicated by the facts of record: (1) 
The nature of deposit liabilities. 
(2) The liquidity of loans and 


investments. (3) National mone- 
tary policy, and (4) The welfare 
of all concerned, instead of 
nothing more than profit and loss 
statements that are pleasing to 
stockholders. 





With Carter H. Corbrey 


(Special to Tue FINANCIAL CHRONICLE) 

LOS ANGELES, CALIF.—Lynn 
A. Hart has become associated 
with Carter H. Corbrey & Co., 
650 South Spring Street. Mr. Hart 
was formerly with First Califor- 
nia Company. 





Reynolds & Co. Offers 
Univer. Winding Stock 


Formal public offering of 100,- 
000 shares of 90-cent convertiblé 
preferred stock, par vaiue $15, 
was made March 7 by an under- 
writing group headed by Reynolds 
& Co. and including G: H. Walker 
& Co. and Harris, Hall & Co. 
(Inc.) The offering price was 
$16.50 per share plus accrued div- 
idends from March 1, 1947. 


Net proceeds from the sale of 
this stock will be used to pay ex- 
penses recently incurred to con- 
vert the company’s former foun- 
dry building to manufacturing 


purposes, to pay short-term loans 
which were obtained to finance 
increased inventories and accounts 
receivable, and the balance will 
be added to working capital. 

















the stupendous burden of national 
expenditures, 


The Truman Budget 

The budget presented by Presi- 
dent Truman to Congress calls for 
expenditures of $37,500,000,000 for 
the fiscal year beginning July 1. 
That amount is more than the 
whole amount spent by the Gov- 
ernment in World War I; more 
than four times average annual 
expenditures for the whole cosi 
of the Federal Government dur- 
ing the lavish spending days of 
the thirties; it amounts to more 
than $900 a year for each family. 
Estimated revenues forecast in 
the President’s budget indicate a 
surplus of $200,000,000. Even this 
slender surplus depends upon in- 
crease in estimated revenues over 
estimates of a year earlier by a 
figure approaching $7,000,000,000. 
The large upward revision results 
of course from unexpectedly fa- 
(Continued on page 1426) 


The other great consideration is | 





our Money in a Bank 


* By EDWARD C. RANDOLPH 
Assistant Vice-President, The Trenton Banking Company, 


Commenting on decline in the yields of government and high grade 
long-term securities, as contrasted with increasing volume of bank 
commercial loans, bank official points out most beneficent use of 
public’s meney now is placing it in a bank. 


‘The conditions and events of August, 1945, are in the library of 
common knowledge. The 14th was V-J Day and with it came the 
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383,434 Shares 


Northern Indiana Public Service Company 


Common Stock 
Without Par Value 


Price $18.75 per share 


Copies of the Prospectus may be obtained from the undersigned only by persons to wham 
the undersigned may legally offer these securities under applicable securities laws. 
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dawn of a® 


new era. The 
new era has 
been marked 
by rising loans 
in the banks 
of this coun- 
try. 

Loans of the 
average bank 
have risen 
more than 
40% since V-J 
Day. In 1946 
the average 
rate on com- 
mercial loans 
was lower 
than it was in 





Edward C. Randolph 


1945. 

‘With respect to investments, it 
has been marked by an extension 
of the decline in yields that 
started.in the Fall of 1944. 

In: the average bank, such in- 
vestments were increased more 
than 6%, at the expense of sec- 
ondary reserves. It sold Treasury 
bills and certificates in the face 
of rising loans to purchase longer- 
term bonds. Consequently, yields 
oh short, medium and long-term 
Treasury bonds declined. Between 
V-J'Day and April 6, 1946, they 
declined more than % of 1%. 

Between Oct. 31, 1944 and April 
6, 1946, the average yield on such 
bonds declined more than % of 
1%. The price of long-term bonds 
rose more than 9 points. The price 
of medium-term bonds rose more 
than 6 points, with a drop in yield 
almost %s of 1%. 

That decline in yields on 
. Treasury. bonds set the pace for 


high grade bonds of every de- 
scription. The Union Pacific Rail- 
road was able to float an issue 
with 45 years to run at prices to 
yield 2.4%. Yields on high grade 
preferred stock declined from 
about 4 to less than 3%%. The 
extent to which yields declined 
was a scourge to bank and non- 
bank investors, especially trustees 
who had to invest and reinvest 
during that period at progressive- 
ly lower rates. It was instrumen- 
tal in raising the cost of life 
insurance. With prices for the 
necessities of life going up, it 
squeezed many widows_ and 
orphans whose sole support ‘comes 
from insurance and small trust 
funds. 

On April 7, 1946, Government 
bond prices went into a decline. 
The downward trend continued 
until Dec. 2, 1946. During that 
period the price of long-term 
Treasury bonds declined almost 
5 points with a rise in yield % of 
1%. Medium-term bonds lost 
more than 4 points with a rise in 
yield %s of 1%. Nevertheless, 
prices and yields are not so at- 
tractive as they were in the Fall 
of 1944. 








Current Developments Dean Witter & Co. 
ths, f 
hoe 6. 1088 i 3 an. 1947, it Elworthy & Co. Lester & Co. Schwabacher & Co. Shuman, Agnew & Co. 
th h the Weekly Re- a | 
porting Aamives Banks operated » Dick & Merle-Smith Graham, Parsons & Co. _ Pacific Northwest Company Sutro & Co. 


with their position on Nov. 6, 
1946 as NORMAL. This means 
that primary and_ secondary 
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140,614 Shares 


Mountain States Power Company 


Common Stock 
(Without Par Value) 
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reserves declined no more than 
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peculiarities of fire insurance ac- 
counting which results in report- 
ing underwriting losses when pre- 
mium income expands. He ex- 
plains the phenomenon in the 
following words: “I think you all 
realize that when a premium is 
written the law requires it to be 
set aside in a reserve for un- 
earned premiums. Only the pro 
rata share is taken into income as 
it is earned. Hence it is obvious 
that there is a long delay in fully 
earning the premiums, particu- 
Jarly on three and five-year pol- 
icies. The result’is that when the 
volume increases as compared to 
previous periods. the amount 
mecessary to be transferred to the 
ainearned premium reserve great- 
ly exceeds the premiums earned 
on expiring policies. But all of 
the expense of putting this busi- 
mess on our books, agency com- 
mnissions, taxes, salaries, etc., 
maust be paid for in cash at the 
anception of the policy and is a 
direct charge to earnings and sur- 
plus. The outcome is contrary to 
that experienced by most indus- 
trial and commercial enterprises 
which normally expect to show 
greater immediate profits on an 
expanding volume of business.” 

‘With regard to the situation 
which has resulted from the Su- 
preme Court’s decision in 1944 
that insurance is “interstate com- 
merce,” Mr. Tomlinson comments 
as follows: “As we told you in 
Yast year’s report, through Public 
Law 15 the insurance industry 
was given a moratorium until Jan. 
i, 1948 during which to adapt it- 
self to the consequences of the 
Stipreme Court decision declaring 
insurance to be interstate com- 
merce. Insurance managements, 
agents’ organizations, State legis- 
Yators, and insurance commis- 
sioners have been working to- 
gether in a conscientious effort to 
recommend a model rating bill for 
legislative action by the several 
States which will accomplish the 
desired results. While it is thought 
in some quarters that the pro- 
posed bills and other regulations 


are too rigid in the control of the 
insurance industry, our companies 
are supporting them.” 
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Members New York Stock Exchange 
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Bell Teletype—NY 1-1248-49 
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Bank and insurance Stocks 


By E. A. VAN DEUSEN 
This Week — Insurance Stocks 


In reading over the annual reports to stockholders submitted 
by the presidents of various fire insurance companies, a number of 
matters of interest are introduced which it seems worth while to 
pass along to readers of this column. 

For example, Mr. H. W. Tomlinson of Agricultural Insurance, 
makes clear in few words a matter that has puzzled many followers 








of fire insurance stocks, viz: the » 
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Markets — 
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Sales Service 
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W. Ross McCain, president of 
the Aetna Insurance Group sound- 
ed a word of warning with re- 
gard to the need for higher rates. 
He said: “The insurance industry 
is faced with a serious problem. 
Outstanding liability has_ in- 
creased enormously, in the case 
of the Aetna alone over a billion 
dollars. This liability must be run 
off. Rates have been steadily go- 
ing down as a result of the form- 
ula requiring five preceding 
years’ experience to determine 
rate increases or decreases. Five 
years ago a building cost not more 
than 50% of present-day values 
to rebuild. Are premiums large 
enough with these inflated values 
to run off the largely increased 
liabilities with a profit? 

“Expenses are up materially, 
having increased in one year over 
four million dollars for the Aetna 
alone. 

“What policy-holders and the 
public are primarily interested in 
is solvency in periods of stress 
and depression. Whether:a com- 
pany makes a profit which may 
be high in good years is not so 
important to the assured. He 
wants his company to be able to 
pay when the loss occurs and to 
pay promptly. 

“The insurance companies need 
a rate increase and because of in- 
flationary conditions the need is 
an emergency. They should have 
it now. 


“The conditions are not re- 
flected by averages over the 
years but by immediate emer- 
gency and inflationary condi- 
tions.” . 


Toward the close of his message 
Mr. McCain introduced a more 
optimistic note into the following 
paragraph: “The insurance indus- 
try is sound. It has given a 
splendid account of itself for hun- 
dreds of years. No business has a 
cleaner and a finer record over 
its history. I believe that it will 
continue to do a good job in a 
high-grade honorable way and to 
fulfill the needs and demands it 
was organized to meet.” 


The necessity for higher rates is 
stressed in many of the reports to 
stockholders. Another example is 
found in Donald C. Bowersock’s 
report to the stockholders of Bos- 
ton Insurance Co. and Old Colony 
Insurance Company. After calling 
attention to a 53% increase in net 
premiums written, the message 
continues: “The loss experience 
ot fire underwriters generally in 
1946 was poor. This was the re- 
sult of the great increase in the 
number of fires, sharp increase in 
cost of repairs, and the increase 
in general expenses. The National 
Board of Fire Underwriters’ sur- 
vey shows that fire losses in this 
country increased from $455,329,- 
000 in 1945 to $561,487,000 in 1946. 
This loss trend necessitated care- 
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ful selection of risks to make cer- 
tain that in expanding our opera- 
tions we assumed business in 
classes which were of a type that 
should prove profitable in the 
years to come. Whether or not 
loss frequency in 1947 will prove 
to be less than in 1946 is difficult 
to prophesy. However, it is ap- 
parent from the trend of losses 
over the recent years that the fire 
insurance business needs increased 
rates.” 

An interesting point is to be 
brought out in the report of Rob- 
ert C. Ream, president of Ameri- 
can Re-Insurance Company as 
follows: “On July 1, 1946, an 
amendment to the insurance law 
of New York permitting casualty 
companies to write f.re reinsur- 
ance became effective. Considera- 
tion is being given to your Com- 
pa..y’s participation in this class 
of business but thus far no defi- 
nite commitments have been en- 
tered into. The fire insurance in- 
dustry has been passing through 
a cycle of unfavorable experience 
which has continued for a period 
of six to seven years. There are 
indications that this cycle is now 
drawing to a close. The subject 
is being given careful study by 
your Company’s management.” 

The following paragraphs, 
taken from the report by Peter J. 
Berry, president of Security In- 
surance Company of New Haven, 
give a very good picture of gen- 
eral conditions which faced the 


prospects for the current year. © 

“The insurance companies in 
the country, with particular em- 
phasis on those in the fire insur- 
ance industry, were literally 
swamped with an increased voi- 
ume of business reflecting. two 
conditions; namely, the high gen- 
eral business level and the. in- 
creased values of al: merchandise, 
buildings and their contents. Thais 
heavy increase of business was 
largely three and five-year term 
policies and, as a result, a sub- 
stantial part of the premium in- 
come was not earned in 1946, but 
placed in the unearned premium 
reserve.” 

“It is difficult to prophesy how 
the fire and casualty insurance 
industry will fare during tne 
present year. From the fire -stand- 
point, the factors, such as over- 
crowding of dwellings, high cost 
of replacing damaged property, 
inadequate fire fighting equip- 
ment and trained personnel, plus 
inadequate rates in certain classes, 
all of which reacted unfavorably 
to the business last year, are still 
in evidence. If sufficient progress 
is made to remedy at least par- 
tially these conditions, it should 
have a favorable influence on the 
company’s operation. 

“The automobile business made 
a major contribution to the un- 
satisfactory underwriting result 
caused by old and worn out cars 
and the high cost of replacing 
damaged parts. There is evidence 
that the automobile manufac- 
turers and labor will try to settle 
the:r differences without strikes 
and if this becomes a fact, greatly 
increased production will result 
which will mean the placing of 
new cars on the road replacing the 
old and worn out ones. This should 
have a_ beneficial effect upon 
your company:” 

Many other excerpts from the 
reports could be presented, but 
the general tenor would be sim- 





ilar; the selections given are 
fairly representative. 
New York Stock Exchange 


Weekly Firm Changes 

The New York Stock Exchange 
has announced the following 
weekly firm changes: 

Transfer of the Exchange mem- 
bership of Milton R. Katzenberg 
to Philip H. Steckler, Jr. will be 
considered by the Exchange on 
March 20th. 

Luke H. Rose & Co. will be 
dissolved as of March 15th. | 

Henry E. Butler, limited part- 
ner in Smith, Barney & Co., died 





on March 4th. 


industry in 1946, and of general}: 


The Future of Agricultural 


Commodity 


In interview with the “Chronicle,” 


Exchanges 


Administrator J. M. Mehl of the 


Commodity Exchange Authority of Department of Agriculture, em- 
phasizes objective of Exchange Act’s enforcement will be to assure 
that cash and futures prices are open and competitive, irrespective 
of their highness or lowness. States strict enforcement will curtail 
excessive speculation and erratic prices to producers and consumers, 


- WASHINGTON. (Special to “Chronicle”)—The next few months 
will provide crucial tests of the efficiency of major agricultural com- 





moaity ex- ” 
changes, J, M. 
Mehl, Admin- 
istrator of the 
Commodity 
Exchange Au- 
thority of the 
U. S. Depart- 
ment of Agri- 
culture, 
informs the 
“Chronicle”. 

The boards 
of trade and 
commodity 
exchanges 
operating un- 
der the Com- 
modity Ex- 
change Act, which Mr. Mehl’s or- 
ganization enforces, had a_ busi- 
ness of about $25,000,000,000 an- 
nually after World War I. Recently 
the markets have approached tnat 
level again. 


“So far, trading in commodity 
markets has shifted from wartime 
pricing and rationing controls to 
competitive pricing conditions in 
a generally orderly manner—con- 
sidering the unprecedented dis- 
ruption of normal trade chan-els 
resulting from the war,” Mr. 
Mehl said. 


“With some exceptions Amer- 
ican commodity exchanges are 
again registering supply-and-de- 
mand forces into a central price 
picture, freely arrived at, for all 
to see. Only in America have 
open markets and qrganized, com- 
petitive trading in agricultural 
commodities generally replaced 
governmental price-fixing, ration- 
ing—and resultant black markets. 


“But we still have a long way 
to go to reach stable, peace-time 
pricing and marketing conditions. 

“This spring, before 1947 crops 
are harvested, will be a time of 
food and fiber scarcity in most of 
the world. Now, as before the war. 
world conditions are reflected in 
American commodity markets, 
and have an important bearing on 
domestic agricultural prices. 


“This fall when new supplies of 
world food crops are harvested 
and marketed will witness another 
period of transition and possible 
confusion in agricultural pricing 
conditions,” Mr. Mehl predicted. 

“Any attempt by American or 
foreign speculative interests to 
take advantage of these situations 
to produce artificially high or low 
prices in U. S. markets, through 
manipulative trading or false crop 
or market information, will be 
spot-lighted and dealt with to the 
fullest .extent possible under the 
Comodity Exchange Act,” Mr. 
Mehl added. 


Although engaged mainly in 
special investigational and en- 
forcement work during the war, 
Mr. Mehl stated that he had in- 
voked the Commodity Exchange 
Act in 1945 “against a group o’ 
Chicago speculators charged with 
cornering the rye market.” 

On the basis of CEA investiga- 
tions, the Secretary of Agricul- 
ture declared that excessive spec- 
ulation in futures precipitated the 
boom-and-bust in cotton prices 
last fall. Proposed reductions in 
the limits on speculation by indi- 
vidual traders are now before the 
Commodity Exchange ‘Commis- 
sion. 

Mr. Meh! also took the unprece- 
dented step of publishing each 
month the aggregate market posi- 
tions of all large traders in cotton 
futures. Now any newspaper 
reader can see whether the few 





J. M. Mehl 








score largest cotton traders in the 


country are predominantly “long” 
or “short” in the market, and 
what part of such trading is spec- 
ulative, hedging or straddling. 


In January this year the largest 
farmers’ milk producers’ associa- 
tion in the Northeast and four of 
its officers were fined a total of 
$29,000 for manipulating the price 
of spot butter on the New York 
Mercantile Exchange in violation 
of the Commodity Exchange Act. 


“The objective of Commodity 
Exchange Act enforcement,’ Mehl 
stated, “is not to bring about ‘high 
prices’ or ‘low prices’ but to pro- 
vide assurarice that the prices 
registered in the cash and futures 
markets under the act are open 
and competitive prices, arrived at 
by a fair and free play of supply 
and demand forces. 


“The purpose of central com- 
modity markets is not to ‘make’ 
prices, but to register freely and 
and openly the various buying 
and selling orders, and other sup- 
ply-and-demand forces which do 
make prices. 


“The course of postwar com-. 


modity prices is attended by a 
great many complicated economic 
factors. Some of these extend far 
beyond the immediate domestic 
supply and demand situation in 
basic agricultural commodities. 

“Strict enforcement of the Com- 
modity Exchange Act, supported 
by a constructive public interest, 
will help to prevent excessive 
speculation and _resultant erratic 
prices to produ@ers and to con- 
sumers. : 

“Now as before the war, vast 
quantities of grains, cotton and 
other commodities in commercial 
channels are being hedged in 
the futures markets against price 
changes—by growers’ organiza- 
tions; merchants, and processors. 

“Proper functioning of the mar- 
kets in registering prices fairly 
and accurately, and in providing 
an adequate hedging medium, 
should mean economies to pro- 
ducers and processors and an aid 
to the efficient marketing of farm 
products.” 





Hallowell, Sulzberger 
Opens Municipal Dept. 


PHILADELPHIA, PA. — Hallo- 
well, Sulzberger & Co., 111 South 
Broad Street, members of the 
New York and Philadelphia Stock 
Exchanges, announce the open- 
ing of a municipal bond depart- 
ment under the direction of Don- 
ald W. Darby. Mr. Darby was 
previously with C. C.* Collings 

Co. 
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Management's Responsibility for 
Constructive Legislation 


By R. ELMO THOMPSON* 
Vice-President, First National Bank and Trust Co., Tulsa, Okla 


Banker warns of piece-meal threat to free enterprise arising from 
legislation, court decisions, and propaganda which leads Govern- 
ment into business and handicaps management. Urges manage- 
ment and engineering profession, as only makers of jobs, to take 
active part in reconstructing industrial legislation which will permit 
them to exercise their functions along democratic lines. Says laws 
cannot make jobs and management is being misled by new eco- 


nomic theories. 


I recall that durin 
in which there were 
tress than en- 
gine erin g. 
The number 
of enrollees in 
the engineer- 
ing schools of 
our univer- 
sities declined 
to such a low 
figure that 
many courses 
in specialized 
engineering 
were discon- 
tinued. Larg2 
numbers of 
intelligent 
young men 
abandoned 
this planned career in engineer- 
ing and turned to law and busi- 
ness administration. Today it is 
interesting to observe there are 
114,000 students enrolled in the 
engineering schools of this coun- 
try; and that is a larger number 
than are studying engineering in 
all the other countries of the 
world combined. Still, I am con- 
fident, there are no managers of 
business or members of your pro- 





R. Elmo Thompson 


_fession that believe this increased 


popularity in engineering is any 
indication of overcrowding your 
profession. I believe it is a recog- 








Proposes Return 


g the great depression there was no profession 
more unemployed and a larger number in dis- 


nition of the dependable impor- 


jtance of your profession in the 


economic future of our nation. 


Prior to 1933, economics was a 
study taught in colleges as an aid 
to a career in business. Since that 
year some knowledge of that sub- 
ject has created a vast new pro- 
fession known as_ economists. 
From that year until the present, 
our economy has been directed by 
lawyers who are very largely our 


law makers and economists—nei- | 
ther of whom are creators of | Harriman, Ripley & Co., Inc.). 


wealth or payrolls. These two 
professions have been jointly en- 
deavoring to create prosperity and 
security by regulating business 
through the legal control of hu- 
man relations, such as wages, 
prices, hours of work, recreation 
and social security; but actually 
creating no greater productivity 
or any new things of value. The 
basis of the thousands of laws 
passed during this period by our 
lawyer law makers, inspired by 
(Continued on page 1420) 





*An address by Mr. Thompson 
at the Spring Meeting of the 
American Society of Mechanical 
wo Tulsa, Okla., March 5, 


Col. Edward J. W. Proffitt, at meeting of New York State Chamber 
of Commerce, offers a resolution advocating repeal of laws abolish- 
ing the gold standard passed under the Roosevelt regime. Says 
American dollar has been deteriorating and the erosion of last 15 


years should be ended. 


: Ata meeting of the Chamber of Commerce of New York State 
in New York City on.March 6, in which monetary matters wére dis- 


cassed, Col. Edward J. W. Proffitt > 


of the New York office of the 
Manufacturers and Traders Trust 
Co. of Buffalo, offered a resolu- 
tion advocating erasing the mone- 
tary legislation of the Roosevelt 
Administration and restoring the 
country to the gold standard. Fred 
I. Kent, who is a member of the 
Chamber’s Committee on Finance 
and Industry, stated that the mat- 
ter was already under considera- 
tion by his Committee, but added: 
“Now is not the time to return 
to the gold standard.” In pre- 
senting his resolution, Col. Prof- 
fitt said: 

“The Resolution I am about to 
present, concerns a matter of na- 
tional importance. An _ inquiry 
was introduced a month or so ago. 
At my request, it was referred to 
the same Committee which I am 
asking to consider this Resolution. 
That Committee comprises a num- 
ber of outstanding leaders in 
banking and finance: our well- 


. known member of the firm of 


Kuhn, Loeb & Co., who recently 
relinquished his rank of Com- 
mander in the Navy and has re- 


_ turned to Wall Street, after an 


outstanding record of service to 
our country; the Chairman of the 
Chemical Bank & Trust Co.; the 
President of the First National 


_ Bank: the Vice-President of the 


Bankers Trust Co., the former 
Superintendent of Banks and 
President of the Brooklyn Trust 
Co.; the senior Vice-President of 
the Manufacturers Trust Co., and 
the Chairman of CIT. That Com- 
mittee graciously permitted me to 








appear before it. Also, I am told, 
it has sought information from 
the Tréasury Department, Federal 
Reserve Bank, and other sources. 

“My first effort in this matter 
was in the nature of an inquiry. 
However, today, with permission 
of our President and with the 
knowledge of the Chairman of 
that Committee, I am taking the 
liberty of offering a definite pro- 
posal, which I am hopeful will re- 
ceive the careful attention of the 
Committee, and may result later 
in a presentation to the Chamber 
of recommendations for action 
upon this truly vital problem. 

“The founders of our nation 
builded it well upon the strong 
structure of thrift and integrity. 
Perhaps we have wandered some- 
what from the straight and nar- 
now path during the past dozen 
years or so. However, I am con- 
fident you agree with me that 
neither our own people, nor the 
other peoples of the world, with 
whom we must deal more closely 
in the- trying days ahead, long 
will have faith in a government 
who are lacking in those funda- 
mental concepts. 

“The American dollar, was a 
symbol of that faith in Govern- 
ment. Since 1932, I regret to 
state, it has been deteriorating, 
and, of course, depreciating in 
purchasing power. But our faith 
in our Government, and in that 
Dollar can and shall be restored 
—the safety of the investments 
of our banks, our insurance com- 

(Continued on page 1409) 








Edward Jones Is Now 
With Weil and Arnold 


NEW ORLEANS, LA.—Weil & 
Arnold, Canal Building, announce 
that Edward Jones has become as- 
sociated with their firm as Mis- 
sissippi representative, with head- 
quarters in Jackson. Mr Jones 
formerly conducted his own in- 
vestment business in Jackson and 
prior thereto was with Scharff & 
Jones, Inc. and the Whitney Trust 
and Savings Bank of New Or- 
leans. 


W. Harman Brown, Jr. 
Now With Marx & Co. 


W. Harman Brown, Jr. has be- 
come associated with Marx & Co., 
members of the New York Stock 
Exchange, in the firm’s New York 
office, 37 Wall Street, as manager 
of the institutional and syndicate 
departments. Mr. Brown was for- 
merly associated with Lewisohn & 
Co., and prior to that was Deputy 
Fiscal Agent for the Federal Land 
Banks and Federal Intermedate 
Credit Banks. He also was for- 
merly syndicate manager for 
Brown, Harriman & Co., (now 





Phila. Nat’! Bank 
Opens Bond Dept. 


PHILADELPHIA, PA. — The 
Philadelphia National Bank an- 
nounces the formation of a bond 
department to deal in State and 
Municipal securities. 








NY Bank Comptrollers 
To Hold Meeting March 18 


New York City Bank Comptrol- 
lers and:Auditors Conference will 





hold their regular meeting on Mar. 


18 at the Whyte’s Restaurant, 145 
Fulton Street, New York City. The 
speaker will be Dr. Robert V. 
Rosa, Economist, Research De- 


, partment, Federal Reserve Bank 


to Gold Standard 


of New York. The topic will be 
“War Time Banking Developments 
and the Aftermath.” 





Building Material Outlook Good | 


By TYLER STEWART ROGERS* 
President, Producers Council 


Head of building materials producers declares shortages are dis- 
appearing and that prices are not likely to rise. Denies prices have 
advanced to point of discouraging building and predicts, barring 
major work stoppages, a million new buildings will be started in 
1947 and there should be a downward trend in all housing prices. 


_Shortages of essential building materials are disappearing so 
rapidly that 1947 may well become a record home building year wit 


approximately 
one million 
houses under 
construction. 
Substantially 
all building 
materials are 
being pro- 
duced at rates 
which equal 
or exceed for- 
mer peak pro- 
duction rec- 
ords. 

There are 
some excep- 
tions to this 
general state- 
ment, notably 
in cast iron pipe and hardwood 
flooring, but sufficient of these 
materials should be available to 
avoid the protracted delays ex- 
perienced by most builders in 1946. 

Nevertheless, to achieve these 
remarkable goals the manufactur- 
ing industry requires favorable 
conditions including: 


(1) A steady supply of raw ma- 
terials and component parts to 
provide continuous employment 
and full use of productive equip- 
ment. 

(2) Freedom from work stop- 
pages either in their own plants or 
in the plants of suppliers. 

(3) Increased efficiency of fac- 
tory workers which ~~ be ex- 
pected to result from improved 
materials supply, better job train- 
ing and harmonious labor-man- 
agement relations. 

Some building materials pro- 
ducers will need additional plant 
facilities and record volumes of 
raw materials to keep pace with 
the high demand. 

These qualifying conditions 
mean, in fact, that the supply of 





Tyler Stewart Rogers 








building materials is dependent 
upon good labor relations and 
continuous employment in many 
other contributing industries. 


Assuming that these good pro- 
ducing conditions carry through 
the year, it is reasonable to antici- 
pate lower costs in many mate~ 
rials and in most finished build- 
ings. 

Following the removal of price 
ceilings on building materials, the 
necessary adjustments have been 
made in the prices of those low 
margin or loss items which could 
not be produced in 1946 due to 
unsound price controls. On the 
whole the price increases in build- 
ing materials have been surpris- 
ingly moderate. Compared to for- 
mer black market prices often ex- 
ceeding 100% of ceiling limita- 
tions,. present costs show a drop 
in actual market-place values. 

In many cases manufacturers 
have been forced to increase 
prices only because of unpredict- 
able production costs. They hav> 
experienced interrupted supplies 
of component materials and parts 
and have thus faced abnormaliy 
high overhead expenses. The un- 
certainty of wage levels affecting 
both the prices paid for materials 
and the cost of fabrication has 
driven their cost accounting de- 
partment into deepest confusion. 
On top of this the low productiv- 
ity of workers, resulting from 


(Continued on page 1419) 


*An address by Mr. Rogers be- 
fore the Mortgage Clinie spon- 
sored by the Mortgage Bankers 
— of America, March ], 
1947, 
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Lee Higginson Corporation 
The Illinois Company 
First Securities Company of Chicago 
Piper, Jaffray & Hopwood 
- Scherck, Richter Company 


These shares do not represent new financing by the Company 


This announcement is neither an offer to sell, nor a solicitation of offers to buy, 
any of these shares. The offering is made only by the Prospectus, 


125,000 Shares 


ROTHMOOR CORPORATION 


Common Stock 
($.40 Par Value) 





Price $9 per share 





The Prospectus may be obtained in any State in which this announcement # 
circulated from only such of the undersigned and other dealers 
as may Igwfully offer these securities in such State. 


Loewi & Co. 


Incorporated 


Woodard-Elwood & Company 


F. S. Moseley & Co. 
Ames, Emerich & Co., Inc. 


Sills, Minton & Company 
Holley, Dayton & Gernon 


Mason, Moran & Co. 


Straus & Blosser 
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By HENRY HUNT 
Mutual Fund Sales Up 600% in Six Years 


Despite the substantial increase in the sales of Mutual Fund 
shares during the past six years, the annual volume is still rela- 
tively small. However, there is reason to believe that the business, 
although no longer in its infancy, will experience substantial fur- 


ther growth. 











RAILROAD 
| BOND 
SHARES 


Group SECURITIES, INC. 








A PROSPECTUS ON REQUEST 
from your investment dealer or 
Distributors Group, Incorporated 
63 Wall Street, New York 5, N. Y. 


@ The following tabulation, com- 
paring annual sales of Mutual 
Fund shares with new corporate 
offerings, including stocks and 
bonds, reveals two facts about the 
Mutual Fund business: 

1. It has shown more consistent 
growth in recent years than the 
field of new underwritings. 

2. It is gaining added momentum 
in relation to the underwriting 


business. 
% of Mutual 
New Corporate Fund Sales 
Sales of Offerings* to Corp. 


Mutual Funds Stocks & Bonds Offerings 
—In Millions— 


1946__$370 $6,737 5.5% 
1945__ 292 6,224 4.7% 
1944__ 169 3,177 5.3% 
1943__ 116 1,063 10.9% 
1942__ 73 1,039 7.0% 
1941._ 53 2,620 2.0% 


*Standard & Poor’s Index. 
With approximately $1,300,000,- 

















000 in Mutual Fund shares now 
outstanding, it is interesting to 
note that their annual sales dur- 
ing the past six years have risen 








Prospectus upon request from 
your investment dealer. ar from 


NATIONAL SECURITIES & 
RESEARCH CORPORATION 
120 BROADWAY, NEW YORK 5, N. Y. 





















Manhattan 
Bond Fund 


Inc. 
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from 2% of new corporate offer- 
ings to 54%%, while on a dollar 
basis they have increased nearly 
600%. It will also be noted that 
even in 1942, when corporate of- 
ferings fell off 60%, Mutual Fund 
sales showed an increase. 


The above table is of signifi- 
cance inasmuch as new corporate 
offerings, excluding refunding op- 
2rations, represent new capital 
raised through the sale of bonds, 
preferred and common. stocks, 
while the sale of Mutual Fund 
shares represents the investment 
of capital in similar types of se- 
curities. Furthermore, to the ex- 
tent that it withdraws securities 
from the market, the sale of Mu- 
tual Funds also represents new 
capital. 


Currently, sales of Mutual 


Funds are running below the peak 
1946. However, 


rate of early 
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THE LORD-ABBETT GROUP 











New York — 





Union Bond 


Prospectus upon request 


LORD, ABBETT & Co. 


INCORPORATED 
Chicago = 


the decline in the sale of Mutual 
Funds is not nearly as sharp as 
that of new corporate offerings, 
particularly in the equity field. 

In the early days of the Mutual 
'Fund business, over-the-counter 
dealers, principally outside of the 
New York area, were responsible 
for a large majority of sales. 
While such dealers still probably 
account for more than half of new 
business, in recent years more 
and more member firms have rec- 
ognized the adaptability of Mu- 
tual Fund shares to certain types 
of accounts, particularly those of 
medium to small size. 

Another factor which undoubt- 
edly helps to further the sales of 
Mutual Funds in a period of un- 
certainty and speculative apathy 
such as the present is the- fact 
that salesmen of these shares re- 
ceive a higher commission than 
they do on listed securities. 

Last, but not least, the relative- 
ly good market performance of 
Mutual Funds during the 1946 
decline in stock prices has proved 
to be an object lesson to in- 
vestors who tried to pick individ- 
ual stocks that would beat the 
market, only to discover that they 
did—on the down side! 


Mutual Fund Notes 


National Securities & Research 
Corporation in addressing a letter 


article called “The Doctor Reviews 
His Portfolio,” written by their 
Walter J. J. Smith which ap- 
peared in the Jan. 4 issue of the 
“Journal of the American Medical 
Association.” They believe this 
article is a contribution toward a 
better understanding of mutual 
investment funds. Wonder is ex- 
pressed by the author as to how 
a man who has spent years ac- 
cumulating savings, will invest 
them “in various securities with 
no more study than he employs 
when purchasing a hat.” Then the 
article goes on to tell of the ad- 
vantages to doctors and others of 
a well managed diversified in- 
vestment fund, especially one 
geared to individual needs. 
Bo ok od 


The Keystone Investor, issued 
by the sponsors of Keystone Cus- 
todian Funds, shows how although 
the market is back to where it 
was 17 months ago corporate prof- 
its have been improving. Estimated 
per share earnings on stocks in 
the Dow-Jones Industrial Aver- 










Fund C 


Les Angeles 





to dealers enclosed a reprint of an |. 




















Keys tone 


Custodian 
Funds 


Prospectus may be obtained 
from your local investment dealer or 






= The Keystone Company 
of Boston 
50 Congress Street, Boston 9, Mass. 








SHARES OF CAPITAL STOCK OF 





Prospectus may 


THE PARKER 




















your local investment dealer, or 


ONE COURT STREET. BOSTON 8, MASS. 


be obtained from 


CORPORATION 











agé group are shown as being in 
excess of those of last year and 
the year before last. Manufactur- 
ing plants need new machinery 
and railroad cars have worn out, 
as has the equipment of utilities, 
says the Invester. There are the 
needs of farmers to be satisfied, 
besides housing shortages, too, it 
is pointed out. For these reasons 
the Keystone Investor goes on to 
say that it is hard to visualize a 
severe depression in business 
when capital and consumer goods 
are in such great demand. In 
spite of present problems, which 
they allow, they abserve there are 
many reasons to be optimistic 
over the business outlook. 


Paul H. Davis Go. Offer 
Wrisley Co. Stock 


Paul H. Davis & Co. headed a 
group which on March 7 made a 
public offering of 100,000 shares 
of common stock at $12 per share. 
Proceeds from the financing 
will be partially used for com- 
pany’s present building and ex- 
pansion program and for addi- 
tional equipment. The remainder 
will be used for general corpor- 
ate purposes. 


With Timmons-Polk 

(Special to THe FinanciaL CHRONICLE) 
ZANESVILLE, OHIO — William 
W. Harper has become associated 
with Timmons-Polk, Inc., First 
National Bank Building. Mr. Har- 
per was formerly with the First 
National Bank of Zanesville. 


Mayor O’Dwyer to Address 
Municipal Bond Club 


Hon. William O’Dwyer, Mayor 
of the City of New York, will be 
guest speaker at a luncheon meet- 
ing of the Municipal Bond Club 
of New York to be held March 24 
at 12:15 p. m. at the Hotel St. 
George in Brooklyn. 


. .* * 
With Witherspoon Co. 
(Special to THe FINANCIAL CHRONICLE) 
LOS ANGELES, CALIF.—Syd- 

ney C. Krams has become affili- 
ated with Witherspoon & Com- 











pany, Inc., 215 West Seventh 
Street. He was formerly with 
Hope & Co. 





Thomas a Director 


Joseph A. Thomas, a partner of 
Lehman Brothers, has been elected 
a director of 
the Laclede 
Gas Light 
Company, St. 
Louis, Mis- 
souri, by the 
board of di- 
rectors, to fill 
avacancy 
created by the 
death of Ar- 
chibald Jack- 
son, of New 
York. 

Mr. Thomas 
is also a di- 
rector of 
American Ex- 
p.ort Lines, 
Inc., The Flintkote Company and 
National Airlines, Incorporated. 


Partner in Jacobson & Co. 


Robert J. Jacobson, member of 
the New York Stock Exchange, 
will become a partner in the Ex- 
change firm of Benjamin Jacob- 
son & Co., 61 Broadway, New 
York City, on March 17th. Mr. 
Jacobson was formerly a partner 
in Luke H. Rose & Co. and prior 
thereto was with Benjamin Jacob- 
son & Co. 


Fee With C. G. McDonald 


"(special to THe FINANCIAL CHrowicts) 


DETROIT, MICH.—Edward H. 
Fee has become associated with 
Cc. G. McDonald & Company, 
Guardian Building, members of 
the Detroit Stock Exchange. He 
was formerly with Smith, Hague 
& Co. 





Joseph A. Thomas 








Joins Fairman Co. Staff 


(Special to THE FINANCIAL CHRONICLE) 


LOS ANGELES, CALIF.—Fair- 
man & Co., 210 West Seventh 
Street, members of the Los An- 
geles Stock Exchange, have added 
Arthur A. Gleason to their staff. 


With Marshall Adrian Co. 


(Special to THE FINANCIAL CHRONICEE) 

DENVER, COLO.—Albert F-. 
Wood has been added to the staff 
of the Marshall Adrian Company, 
Colorado National Bank Building. 











expected that a counterpart of 
this new bill will be introduced 
by Representative Jacob K. Javits 
of New York. The bill contains 
numerous changes from last ses- 
sion’s bill, which was known as 
the W-E-T bill after its three au- 
thors, Senators Wagner, Ellender 
and Taft. 


“The new bill, S. 866,” Senator 
Taft explained to the “Chronicle,” 
“is substantially the W-E-T bill, 
but with some definite changes. It 
sets up an overall housing author- 
ity, a National Housing Commis- 
sion consisting of representatives 
of. FHA, the Federal Home Loan 
Banks, the Federal Public Hous- 
ing Authority, the Veterans 
Administration, the RFC, and the 
Secretary of the Treasury—and 
the President may add others. 
The national housing authority’s 
job will be chiefly that of coor- 
dinating the several agencies con- 
cerned, giving them more author- 
ity than previously contemplated 
and cutting down the scope of re- 
search activities, in view of other 
research plans, such as those in 
the Department of Commerce. 


“The present bill,” Mr. Taft 
continued, “changes slightly the 
FHA provisions, in particular in- 
creasing the lowest interest rate to 
4%—as contrasted to the other 


bill’s provision fer interest in 





some cases of only 3%%. 


Taft Introduces New Housing Bill 


Revised Taft-Ellender-Wagner measure follows limes of original 
bill, but Sen. Taft points out some significant changes. 
On March 10 Senator Robert A. Taft of Ohio, with Senators 


Ellender and Wagner, introduced the new housing bill (S. 866). In 
the House of Representatives it is® — 





“S. 866 continues public housing 
at the same rate of 125,000 units a 
year for four years. We would 
consider, however, writing in a 
limitation on a percentage basis, 
namely that public housing should 
not exceed say 10% of total con- 
struction of residential construc- 
tion during a preceding period 
like the preceding year, or the 
average of the three preceding 
years. 

“Additional subsidies under the 
new bill would be $26,400,000 a 
year for the four years. This is 
an increase of 20% over the pro- 
vision in the W-E-T bill, te take 
care of increases in costs. ! 

“The new bill contains again 
the urban development. plans, but 
very much simplified,” Senator 
Taft observed. 

S. 866, the Senator further ‘ob~- 
served, again contains the yield- 
insurance provisions, although!the 
bill’s authors had some :G@oubt 
whether the provisions are in a 
practicable form to be used by 
insurance companies. “We: hepe 
insurance companies may suggest 
improvements to make it likely 
that they will avail themselves of 
the bill’s terms. a 

“Also, the bill contains provi- 
sions for farm housing, which are 
in the nature of proposals for fur- 
ther studies by the Banking and 





Currency Committee, to which 
5. 866 has been referred.” 
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Texas Group of Investment Bankers Ass’n 
To Hold 12th Annual Meeting in Mexico 


The 1947 Annual Meeting of the Texas Group, Investment Bank- 
ers Association of America will be held in Monterrey, N. L., Mexico, 
from April 10 to April 12. The Casino de Monterrey, within a few 
blocks of all the leading hotels, will be convention headquarters. 
Attendance is by invitation only and is limited to the available hotel 


accommodations. 





Tentative plans are for the pro-®— 


gram to open with a cocktail 
party in the lounge car of the 
special train at 6 p.m., April 9. 
Business meetings will be held in 
the mornings of April 10 and 11 
only. Afternoons will be free for 
pleasure trips and_ sightseeing 
trips to points of interest and 
golf. Transportation will be avail- 
able for optional trips to scenic 
Horse Tail Falis and Villa de 
Santiago, a quaint Mexican vil- 
lage, Huasteca Canyon and Chip- 
inque Mesa. 

Mr. Ramon Beteta, Minister of 
Finance of the Republic of Mex- 
ico, has been invited to be the 
principal speaker at the lunch- 
eon April 10. A special cocktail 
party and luncheon is being ar- 
ranged for the ladies on the 10th 
in the patio of one of the hotels. 
A cocktail party and dinner-dance 
is scheduled at the Casino de 
Monterrey for Thursday evening, 
the 10th, with outstanding Mex- 
ico City radio and stage stars as 
entertainers. 


Members have been invited by 
the Cuauhtemoc Brewery to be 
their guests on Friday, April 11, 
for a typical Mexican luncheon 
which will be held in their gar- 
dens. This Brewery is one of the 
best known in the world and is 
the maker of the famous Carta 
Blanca and Bohemia Beer. 


Saturday, April 12, will be 
available for a trip to Saltillo, 65 
miles from Monterrey, golf at the 
Monterrey. Country Club and 
other entertainment. 


Due to limited accommodations 
no out-of-industry guests are 
eligible to attend, and out-of-state 
guests will be limited to the res- 
ervations available. Therefore, it 
is necessary that apovlication 
blanks be sent in immediately so 
that the approximate number of 
invitations that may be issued to 
out-of-state guests may be deter- 
mined. These invitations are to be 
channelled through the Entertain- 
ment Committee. 


A fee of $35 will be charged 
for each convention registrant, 





and a fee of $15 will be charged 
for each registrant’s wife. 


One-hundred forty-seven rooms 
have been reserved at the follow- 
ing hotels: Gran Hotel Ancira, 
Hotel Monterrey, Hotel Colonial, 
Bermuda Hotel, Hotel Interna- 
cional, and El Paso Autel. 


The following auto courts, 
which provide excellent accom- 
modations, will be available for 
any overflow, and are within 20 
blocks of the downtown area: 
California Courts, and Regina 
Courts. 


Members driving through in 
their automobiles will be asked to 
accept reservations at the above 
courts. 


Due to the shortage of accom- 
modations no room will be as- 
signed for single occupancy, and 
all reservations for rooms will 
necessarily be assigned before 
departure. There will be no 
parlors available. Members re- 
questing single rooms will neces- 
sarily be assigned a double room 
and a roommate. It is important, 
therefore, that members make 
every effort to arrange for their 
own roommates. All of the above 
reservations were obtained with 
the distinct understanding that 
they be vacated by 3:00 p.m., 
Saturday, April 12th because of 
their usual heavy week-end busi- 
ness. 

A special train will be operated 
from San Antonio to Monterrey 
and return. The train schedule is 
as follows: 


Going 


April 9th—Leave San Antonio -- 
6:30 p.m. 
Arrive Laredo ___--- 10:30 p.m. 


(Customs Inspection) 
Leave Nuevo Laredo 12:00 p.m. 
April 10—Arrive Monterrey —--- 
7:00 a.m. 


Returning 
April 12—Leave Monterrey ....- 
6:00 p.m. 
Arrive Nuevo Laredo 10:00 p.m. 
(Customs Inspection) 
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A good stock last year may be only a mediocre 
investment today. And vice versa. Change is the com- 
mon denominator of all markets. That’s why eternal 
vigilance is the price of investment success. It’s why 
we maintain a large Research Department with a 
full staff of trained analysts who weigh the compara- 
tive values of all kinds of security investments—listed 
and unlisted, big and little. Why not let us help you 
keep abreast of the changing opportunities? 


Address Department “T-92” 


Merritt LYNCH, Pierce, FENNER & BEANE 


Underwriters and Distributors of Investment Securities 
Brokers in Securities and Commodities 


NEW YORK 5, N. Y. 


Uptown Office: 730 FIFTH AVENUE 
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Leave Laredo ______ 12:00 p.m. 
April 13th—Arrive San Antonio_- 
7:00 a.m. 


Round trip railroad and pull- 
man fares are listed below: 


Lower berth_____ (for one) $31.11 
ee (for two) 59.68 
Compartment ._.(for two) 71.52 
Drawing Room _-_(for two) 84.23 


The above schedule is arranged 
so that members and guests ar- 
riving from St. Louis by Sunshine 
Special (Missouri Pacific), from 
Dallas by Texas Special (Mis- 
souri-Kansas-Texas), and from 
Houston by Southern Pacific, may 
make connections. On the return 
trip the train will arrive in San 
Antonio in time for the departure 
of the 8:45 Sunshine Special for 
the North, the 8:45 Texas Special 
for Dallas, and the 3:30 departure 
of the Southern Pacific for 
Houston. 


The Missouri Pacific will make 
available a special car from St. 
Louis to be joined to the special 
train in San Antonio for out-of- 
state guests if sufficient applica- 
tions are received promptly. 


It is necessary to have tourist 
permits issued by the Mexican 
Consulate to make this trip. There 
is a fee of $2.10 for each tourist 
permit issued. 

Since a large attendance is ex- 
pected, and since it is necessary 
to guarantee a minimum number 
for the special train, 
quested that completed registra- 
tion form, tourist permit form, 
and requested train accommoda- 
tions together with check made 
payable to the TEXAS GROUP, 
IBA be forwarded as soon as pos- 
sible so that all necessary details 
can be completed. All invitations, 
hotel and train reservations will 
be handled by your Entertain- 
ment Committee. 

Entertainment Committee: Cres- 
ton H. Funk, Chairman, Funk & 
White, San Antonio; H. H. Dewar, 
Dewar, Robertson & Pancoast, 
San Antonio; Elmer A. Dittmar, 
Dittmar & Company, San Antonio: 
Judson S. James, Jr., James & 


Stayart, Inc., Dallas; J. Marvin 
Moreland, Rotan, Mosle & More- 
land, Houston & Galveston; 
Edward D. Muir, Russ & Com- 
pany, San Antonio; B. F. Pitman, 
Jr., Pitman & Company, San 
Antonio. 


All requests for reservations 
should be addressed to CRESTON 
H. FUNK, Funk & White, 907 
Frost, National Bank Building, 
San Antonio 5, Texas. 


it is re-) 


J. P. Morgan Left $16 Million 


Gross, $4'4 


Million Net 


Large security holdings shown in estate tax appraisal 


proceedings. 


The appraisal for New York Estate Tax purposes of the estate of 
the late J. P. Morgan is to be filed shortly. The tax proceedings will 


show that Mr. Morgan left a nei@ 


estate, after deducting taxes, debts, 
and expenses, of $4,642,791. 


The amount of the Federal 
Estate Tax was $7,384,309 and the 
New York Estate Tax was $2,064,- 
414 and the debts and expenses 
were $1,929,968. The gross estate 
before these deductions, as shown 
by the return, was $16,021,482. 


The above figures are exclusive 
of property valued at about $1,- 
100,000 owned by Mr. Morgan in 
England consisting primarily of 
his estate “Wall Hall,” which was 
acquired by the public authorities 
of Hertfordshire County. The 
British death duties on all British 
assets aggregated the sterling 
equivalent of about $515,000. 


The information filed with the 
tax appraisal will show that dur- 
ing his lifetime Mr. Morgan gave 
away to charitable and public in- 
stitutions $35,655,000, as follows: 


The Pierpont Morgan Library, 
$14,750,000. 


Metropolitan Museum of Art, 
$9,000,000. 


New York Hospital (formerly 
Lying-In Hospital), $4,000,000. 

Morgan Memorial Park, Glen 
Cove, L. I., $1,650,000. 


Wadsworth Atheneum, Hartford, 
Conn., $1,000,000. 


Harvard College, $540,000. 


American Museum of Natural 
History, $450,000. 


American Academy of Rome, 
$375,000. 


Trinity College, Hartford Conn.., 
$190,000. 


To many other similar institu- 
tions, $3,700,000. 


The foregoing figures do not in- 
clude his gift of the yacht “Cor- 
sair”’ to the United States Govern- 
ment in 1929, nor the sale for a 
nominal consideration of the suc- 
cessor yacht bearing the same 
name to the British Government 
fo war service in 1940. Nor do they 
include charitable bequest in Mr. 
Morgan’s will of $439,939. 

Included in the taxable Estate 
was Mr. Morgan’s interest as re- 
mainderman of a trust created by 
his father for the benefit of Mr. 





Morgan’s sister, Miss Anne Mor- 





gan. His interest is valued in the 
tax appraisal at $3,255,880. Also 
included is a trust of approxi- 
mately $1,100,0000 established by 
Mr. Morgan during his lifetime 
for the benefit of various super- 
annuated employees and others. 

Among other properties includ- 
ed were tangible personal prop- 
erty valued at $2,566,893, most of 
which consisted of: paintings, sil- 
verware and other objects of art. 

Security holdings valued at $6,- 
436,757.11 included 18,750 shares 
of J. P. Morgan & Co. Incorpor= 
ated capita] stock valued at $3,- 
656,250. Mr. Morgan also owned 
177 shares of First National Bank 
of New York stock valued at 
$241,605 and 285 shares of Guar- 
anty Trust Company stock valued 
at $81,225. Other large security 
holdings consisted of: 

73,514 shares Dwight Manufac- 
turing Co., $1,121,088.50. 

3,840 shares Aetna Insurance 
Co., $210,000.00. 

1,000 shares American Telphone 
& Telegraph Co., $141,125.00. 

17,500 City & Suburban Homes 
Co., $111,562.50. 

26,845 shares Raytheon Manu- 
facturing Co., $171,136.88. “ 

1,441 shares United States Steel 
Corp., $77,994.12. 

The return also shows that Mr. 
Morgan’s town house at Madison 
Avenue and 37th Street was sold 
for $234,000 and his country place 
at Matinicock Point, Glen Cove, 
for $113,000. 


Shakespeare and 
Strasburger Formed 


Shakespeare & Strasburger, Inc., 
has been formed with offices at 1 
Wall Street, New York City, to 
conduct a securities business. Of- 
ficers are Frank J. Shakespeare, 
President; Leroy A. Strasburger, 
Treasurer, and Thomas J. Moeh- 
ringer, Secretary. All were for- 
merly associated with Leroy A. 








Strasburger & Co. 
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| G. H. Walker & Co. 


This announcement is neither an offer to sell, nor a solicitation of offers to buy, any of these securities. 
The offering is made only by the Prospectus. 


100,000 Shares 


Universal Winding Company 
90¢ Convertible Preferred Stock 


($15 Par Value) 


Price $16.50 Per Share 


(Plus dividends accrued from March 1, 1947 to date of delivery) 


Copies of the Prospectus may be obtained from the undersigned. 


Reynolds & Co. 


Harris, Hall & Company 


(Incorporated ) 
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Railroad Securities 


Although Illinois Central’s efforts last year to simplify its debt 
structure and lessen the burden of maturities in the early 1950s 
through a bond exchange offer failed, the management continued 
its program of debt retirement. There was a reduction in debt, 
including the leased line stock certificates, of just under $15,000,000 
bringing the total outstanding with the public to less than $242,- 














(Franklin T. McClintock 
‘Harriman Ripley Dir. . 








000,000 by the 1946 year-end. The» 
reduction represented the payment 
of some $5,131,000 of maturing 
equipment trust obligations, and 
the purchase and retirement of 
roundly $9,000,000 of mortgage 
bonds and $830,000 of leased line 
certificates. 


About half of the mortgage bond 
purchases and retirements were in 
the 1950-1952 maturity group, re- | 
ducing the amount outstanding to 
$50,319,000. These were the bonds 
to which an exchange offer had, 
been made around the middle of | 
the year. The balance of the mort- 
fage bond retirements was in the 
1953-1955 maturity group, the 
largest item being $3,466,000 of 
the Refunding 4s, 1955. Outstand- 
ing bonds maturing in the years 
1953-1955, inclusive, were reduced 
to $65,025,000. Last year’s debt 
program -brought to a total of 
more than $97,000,000 the reduc- 
tion in non-equipment debt since 
the beginning of 1941. 


While the management has 
done a highly commendable debt 





Chicago Railways 
Cons. “A” 5s, 1927 
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Priced to yield better than 614% 


Analysis on Request 
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job in the last six years it has by 
no means been finished as yet. 
Non-equipment debt, including 
the leased line certificates which 
are exchangeable into bonds, 
amounted to $238,130,000 at the 


end of 1946. Of this, $115,319,000,. 


or almost 50%, falls due in the 
vears 1950-1955, inclusive. Unfor- 
tunately, the road’s earliest ma- 
turities are not subject to call 
prior to the due dates. It is to be 
expected, then, that the manage- 
ment will continue with its policy 
of open market purchases until 
such time as some new plan look- 
ing towards solution of the prob- 
lem can be worked out. The com- 
pany has ample funds with which 
to continue these retirements, Net 
working capital at the end of last 
year amounted to $41,667,000. 


There are many railroad analysts 
who believe that the. vast im- 
provement in Illinois Central’s 
debt status and the sharp reduc- 
tion in fixed charges have not 
found adequate reflection in the 
road’s common stock. ‘Granting 
that the debt problems that still 
remain militate against the likeli- 
hood of resumption of dividends 
at this time there can be little 
question but that the use to which 
the cash earnings are being put 
has very favorable long-term im- 
plications to the equity holders. 
The reduction in non-equipment 
debt since the beginning of 1941 
is equivalent to more than $70 a 
share on the common stock out- 
standing. Moreover, fixed charges 
are now indicated down to around 
$11,000,000, compared with $17,- 
000,000 a decade ago, 


Earnings on the common stock 
last year amounted to $4.67 a share 
and the road was not one of those 
that realized profits through the 
expedient of tax credits. As a 
matter of faci, whlie net income 
after taxes amounted to $7,463,000 
the Federal income tax debit was 
over $7,000,000. In the opening 
month of the current year the 
company reported a rise of almost 
20% in gross revenues. Expenses 
were naturally considerably 
heavier than they were a year ago 
as the 1946 report made no pro- 
vision for wage increases which 
were later made retroactive to the 
beginning of the year. Even with 
this distortion net income for the 
month was more than double the 
net for January, 1946. 

Both from a near-term stand- 
point and on a long-term basis the 
traffic outlook for [llinois Central 
appears favorable. There has been 
considerable industrial growth in 
parts of the service area and this 
trend has continued since the end 
of the war. Farm conditions in 
the territory have improved ma- 
materially over a period of years 
reflecting educational programs 
sponsored by the road itself. There 
iS every indication of a high level 
of trade through the Gulf ports. 
All in all, it seems reasonable to 
look for earnings around $7 
to $9 this year and over the vis- 
ible future. It is the opinion of 
many analysts that such potential 
earnings should justify materially 
— prices for the company’s 
stock. 


Now With Alfred O’Gara 


(Special to Tae Francia, CHRONICLE) 

CHICAGO, ILL.—Charles H. 
Fox has become affiliated with 
Alfred: O’Gara & Co., 134 South 
La Salle Street, members of the 
Chicago Board of Trade. Mr. Fox 
in the past was with the Com- 
monwealth Investment Corpora- 








Li tion. 


Franklin T. McClintock, Vice- 
preeecmeres of Harriman Ripley & 
Co., Inc., has ' 
been elected 
to the com- 
pany’s Board 
of Directors, 
Joseph P. Rip- 
ley, Chairman, 
announced. 

Mr. McClin- 
tock, a native 
of Spokane, 
Washing- 
ton, engaged 
in graduate 
work at Co- 
lumbia and 
Harvard Uni- 
versities far 
two years aft- } 
er graduating from Princeton Uni- 
versity. He entered the invest- 
ment banking field with Brown 
Brothers & Co. in 1928 and con- 
tinued with that organization un- 
til 1934 when he joined Harriman 
Ripley & Co., Inc. where his ac- 
tivities have been centered prin- 
cipally in the buying department. 
He was named Vice-President of 
Harriman Ripley in 1943. 





ee McClintock 


Dillon, Read Offers 
Southwestern Preferred 


A group of underwriters headed 
by Dillon, Read & Co. Ine. on 
February 26 offered to the public 
a new issue of 20,000 shares of 
3.90% preferred stock, of South- 
western Public Service Co. at $102 
per share and accrued dividends. 
The new preferred stock is re- 
deemable at $105 per share on or 
before January 31, 1957, and 
thereafter at $103.5y per snare, 11 
each case with accrued dividends. 

Southwes‘ern Public Service 
Co. has forwarded to holders of 
its common stock of record Feb- 
ruary 25, 1947, warrants to sub- 
scribe for 64,438 additional shares 
of common stock, or at the rate 
of one new share for each 10 
shares held. The subscription 
price is $34.50 per share. The 
rights expire March 7, 1947. 


Proceeds of preferred and com- 
mon stock financing, together 
with proceeds from the recent 
sale of $3,500,000 of 2%% first 
mortgage bonds to institutional 
investors, are to be used to pro- 
vide funds for additions and im- 
provements to the company’s 
properties. 


Cruttenden Expands 
Pacific Coast Offices 


Cruttenden & Co., members of 
the New York and Chicago Stock 
Exchanges, announces the opening 
of branch offices at 854 Main 
Street, Santa Paula, Calif., and at 
441 North Camden Drive, Beverly 
Hills, Calif. 

The Santa Paula office will be 
under the management of Walter 
A. Anderson. Associated with him 


will be Tim McLaughlin, Eduard 
S. Walden and Donald C. Trues- 
dell. All were previously con- 
nected with First California Co. 


The Beverly Hillso office be 
directed by Gordon Buckhout who 


was previously with Livingstone 
& Co,. 


R. L. Emacio & Co. 

SPOKANE, WASH. —R. L. 
Emacio & Co., Inc., has been 
formed with offices in the Radio 
Central Building to engage in the 
securities business. Officers are 
Robert L. Emacio, President; 
Martha Maguire, Vice-President, 
and Pauline G. Emacio, Secretary- 
Treasurer. Mr. Emacio was for- 

















imerly with D. J. MacGillivray Co. | 


More on an Official Witch Hunt 


(Continued from page 1375) 


General is pursuing, is an unwarranted and indefensible 
inquisition and a calumny against the securities industry. 

Sinc2 the publication of the editorial to which we refer, 
letters on the subject of this questionnaire have been ex- 
changed between Francis K>rnan, Chairman of District No. 
13 Committee, National Asseciation of Securities Dealers, 
and Nathaniel L. Goldstzin, Attorney General for the State 
of New York. 


In our issu2 cf March 6, 1947, these letters were pub- 
lished in full. 


Mr. Goldstein’s letter is an attempt to bolster his posi- 
tien and justify the use of the “general questionnaire.” 

/,fier going over the letter carefully, we are completely 
convinced that the Attorney General is wrong and that his 
communication does not support his thesis. 


Let us analyze some parts of that letter. 


We quote: “The circulation of the questionnaire is but a 
routine affair with the purpose of iurnishing us with data 
from these dealers which is already known to us about our 
New York City dealers. Much of the questions deal with 
facts periodically gathered in similar fashion by your organ- 
ization as well as by the Securities and Exchange Commis- 
sion. I am charged with a similar responsibility and you 
can: readily understand my need to be familiar with the 
same facts.” 


Where in the Martin Act, upon which Mr. Goldstein 
relies, is there any authority to conduct routine investiga- 
tions in the absence of any existing complaint or in the 
absence of any reason to believe that fraud has been or 
will be committed? 

We challenge the statement that Mr. Goldstein already 
has in connecticn with New York City dealers, the informa- 
tion which he seeks upstate. Where, how, and from whom 
did he get it? 

One look at the comprehensive questionnaire brands this 
argument as being untrue, to be charitable. 


Question 3, for example, asks for a description of the 
recipient’s business. The question is in 4 subdivisions. If 
we are correct in our contention, the proper answer to that 
question would be “None of your business.” 


Question 4 goes into the subject of margin trading, loans 
against security, and clearances. 


Question 6 is a honey—tricky, to say the least. It 
takes 6 subdivisions in order to put that one across and 
because we think the implications are somewhat obvious, we 
repeat that question here: 


“6. Do you furnish financial advice to your clients? 
(a) Is this furnished at the request of the client? 
(b) Is it offered by you of your own volition? 
(c) Is it in written form or is it oral? 
(d) What statistical staff do you employ? What 
services do you subscribe to? 
(ec) How are you compensated for this service? 


What is the New York State Attorney General attempt- 
ing to do? Is he trying to enforce the Federal Investment 
Advisors’ Act? Will he please point out wherg, in the New 
York State Martin Act, he has the authority to ask this type 
of question? Whom does he think he is fooling? Who is 
really behind this questionnaire? 


Is the statement that the Attorney General of the State 
of New York is charged with a similar responsibility as that 
which characterizes the Securities and Exchange Commis- 


sion and the National Association of Securities Dealers a 
forthright and true statement? 


If by that statement the Attorney General means to 
assert that the New York State Martin Act and the Federal 
Securities Acts of 1933 and 1934, in effect, give to the 
Attorney General of the State of New York and the SEC 
and the NASD the same functions or functions that are 
reasonably comparable, he, the Attorney General, in our 
opinion, doesn’t know what he is talking about. 


In the first place, the Securities and Exchange Act sets 
up a comprehensive plan of. securities regulation which it 
directs may be in part accomplished through the promulga- 
tion of rules by the Securities and Exchange Commission. 

The Attorney General of the State of New York does 
not-have the power to make any such rules nor is he vested 
with the authority that resides in the Securities and Ex- 
change Commission as an administrative body. 

The provisions of the Martin Act are quite limited, 
limited to circumstances wherein either a fraud has been 
committed, or the Attorney General has reason to believe 
that it will be committed and is, therefore, in contemplation. 

The comprehensive scheme of regulation contemplated 
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_ ney General factually represent that he has “similar respon- 


. submitted to its membership a general questionnaire so 


is well established and was used during the regime of the 
- Hon. Albert Ottinger in connection with a survey of invest- 


‘frauds have been committed or are about to be committed. 
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by the Federal Securities Laws is in nowise embodied in the 
New York State Martin Act and despite the fact that such 
great powers. of regulation exist in the Securities and Ex- 
change Commission and, therefore, that such marked respon- 
sibility rests upon it, this Commission has never -had-the 
temerity to broadcast generally a questionnaire as compre- 
hensive in scope as is the general questionnaire of the New 
York State Attorney General. 


Those engaged in the securities industry at large would 
stand for no such nonsense, we are convinced. 


We wonder whether the upstate dealers were tackled 
by the Attorney General’s office in the belief that they are 
not united in an organization and that, therefore, he might 


As to the powers. duties arid-privileges characterizing 
the activities of the NASD, an Amendment to the Securities 
Act of 1934 accomplished this. That Amendment is known 
as The Maloney Act and is Section 15A 

It provides for the creation of a national securities asso- 
ciation or associations and defines their rights, powers, 
duties, privileges and obligations. The NASD was formed 
pursuant thereto. “s 

The NASD may amend its existing rules and make new 
rules after submitting the same to a vote of its membership. 

Both the SEC and the NASD regard the latter as a vol- 
untary organization and contend that upon application for 
membership in the NASD the prospective member, by sign- 
ing the application blank has bound himself to abide by the 
Constitution, By-laws, Rules and Regulations and the Rules 
of Fair Practice established by the NASD. 

Therefore, when the NASD issues any questionnaire, 
the contention is that it does so pursuant to its By-laws and 
Rules of Fair Practice, its Regulations and Constitution or 
Charter, and upon consent of the membership. 

If that be true, so long as the activity is not illegal, the 
members may consent, if they so wish, to stand on their 
heads. That’s their prerogative. 

Where, in the Martin Act, does the New York Attorney 
General find any comparable or similar ‘provisions or 
authority? 


How, in view of this picture as it exists, can the Attor- 


sibility” to that of the Securities and Exchange Commission 
and of the National Association of Securities Dealers? : 


Despite the extensive powers of the NASD, it has never 


extensive in scope as the one circulated by the New York 
State Attorney General. 
Mr. Goldstein contends that this type of questionnaire 


ment trusts and, also, in a survey subsequently continued 
by the Hon. John J. Bennett. 


We first call attention to the fact that in those surveys 
there was a definite matter under investigation, to wit, inves- 
ment trusts. What is Mr. Goldstein investigating now? He 
hasn’t told us as yet. Secondly, we point out that the mere 
fact that questionnaires were used before, does not constitute 
either primary precedent or persuasive precedent. Where is 


the Court’s decision that says this can be done on the scale} 


and under the circumstances that Mr. Goldstein is doing it? 


_ Where is the Court’s decision that says a fishing expedi- 
tion may be conducted by the Attorney General addressed 
to a particular segment of the securities industry, in the 
absence of any existing complaint against those who are so 
addressed, and in the absence of any reason to believe that 


_. We quote again from Mr. Goldstein’s letter: “I believe 
it to be in the public interest that the Attorney General be 
aware of the financial condition of the security dealers who 
come under his jurisdiction by virtue of the Martin Act. It 
is also in the public interest that the Attorney General be 
fully aware of the type of business conducted by the indi- 
vidual dealers, their trade practices and the type of literature 
they use in soliciting the public to buy securities.” 

__ Now, that’s all very interesting and we do not wish to 
disturb Mr. Goldstein in the comfort that he may find in 
his beliefs. 


. However, where in the Martin Act does he find author- 
ity to probe these beliefs? 


In the absence of the legislative mandate, it seems to 
us to be the height of brazenness for the Attorney General to 
compel dealers and brokers to file an earnings statement and 
a list of their customers. That is gall! 

If other states.were to. adopt the same high-handed 
methods, where would that land the securities industry, al- 
ready badly hamstrung? 


— 


all our vigilance no such alarming shenanigans have come 
to our attention as those now indulged in by the Attorney 
General of the State of New York. 


Plainly, he needs immediate curbing. 

Teday's problem of the upstate dealers in the State of 

New York may tomorrow become the problem of the entire 

State, and if not nipped in the bud, in course of time, become 

ee problem of the securities field in every State in the 
nion. 


Against this invasion of the freedom of doing busi- 


-ness,-against this usurpation of power without warrant in 


law, against this treatment of those in the securities field 
as if they were a crew of knaves and thieves, immediate 
steps of intervention should be taken. 


We can understand such practices in a totalitarian gov- 
ernment. In a democracy, however, based upon a constitu- 
ticnal form of government, these have absolutely no place. 
WE AGAIN POINT OUT TO THE ATTORNEY GEN- 
ERAL OF THE STATE OF NEW YORK THE WISDOM 
OF WITHDRAWING THIS QUESTIONNAIRE. 





Blair & Co. Adds ; 
Meyer to Staff 


Blair & Co., Inc., 44 Wall Street, 
New York City, announces that 
Philip R. Meyer has become asso-=- 
ciated with the firm in the trading 
department. He was formerly 
trading manager for L. Stone 
& Co. 


Joins Cai 25-Year Club 


Raymond C. Bailey has com- 
pleted 25 years of service on the 
staff of the New York Curb Ex- 


change and has become:a member 
of the Quarter Century Club of 
the Exchange, Charles E. McGow- 
an, Secretary of the Exchange and 
President of the club, announced, 
Mr. Bailey is in the Curb securi- 
ties department. 











100,000 Shares 


(an Illinois Corporation) 


Common Stock 
(Par Value, $1 per Share) 


Price $12 per Share 


Paul H. Davis & Co. 
Bacon, Whipple & Co. 


March 7, 1947 v 








This advertisement is not, and is under no circumstances to be construed as, an offering of the following 
securities for sale or as a solicitation of an offer to buy any of s ' 
securities. The offering is made only by the Prospectus. 


Allen B. Wrisley Company 


Copies of the Prospectus may be obtained only from such of the undersigned 
as are registered dealers in securities in this State. 


-Kebbon, McCormick & Co, 




















$1,600,000 
(Par Value $100 per Share) 


Price $100 per Share 


85,600 Shares 
Common Stock 


(Par Value $1 per Share) 


Price $7.50 per Share 


Paul H. Davis & Co. 





_ We have watched closely the burden of over-regulation 
which has been placed upon dealers in securities, but during 


March 12, 1947 





This advertisement is not, and is under no circumstances to be construed as, an offering ofthe 
following securities for sale or as a solicitation of an offer to buy any of such 
securities. The offering is made only by the Prospectus. 


Moore-Handley Hardware Company, Inc. 


5% Cumulative Preferred Stock 


Copies of the Prospectus may be obtained in any state in which this announcement is circulated 
only from such of the several Underwriters as are registered dealers in such state. 


Equitable Securities Corporation 
Johnston, Lemon & Co. 
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Securities Salesman’s Corner} 


| 
By JOHN DUTTON =! 


There are times when it is not only advisable to mix pleasure 
with business but often you cannot avoid certain obligations. If you 
handle such opportunities with care they can be very beneficial in 
creating good will but if you overplay the social end of it you may 
do yourself more harm than good. 

There is a difference between the salesman of securities and 
almost any other commodity. or service. People must have confidence 
in you before they invest. If there is any indication that you are the 
type that is a playboy or an over-spender it may be that your pros- 
pective customer, or your client, will have doubts about your ability 
to advise them concerning their investments. 


When it comes to entertaining women clients special care must 
be taken to stick to business. It is sometimes advisab‘e to invite your 
wife providing she is a good mixer. Many a man has discovered that 
his wife can be a very great asset in creating good will and con- 
fidence, especially among women clients. Sometimes when you spend 
some money on a new wardrobe for the Mrs. you’ may discover that 
it pays dividends. (If she reads the “Chronicle” better cut this item 
out unless you’ve had an extra good month’s business.) 


I’ve discovered that my lunches actually cost me nothing since I 
have made a practice of taking out customers once or twice a week. 
So many salesmen go to lunch with other salesmen in their office. 
Lunch time is valuable business time if you use it. 


As far as gifts are concerned (The SEC doesn’t agree with this 
viewpoint I am sure) we believe in them. But if you do send some- 
thing to a customer always have a reason. If someone invites you 
to dinner send them something that the wife will like. Mrs. Cus- 
tomer when she is on your side, is your best advertisement. Christ- 
mas gifts are also in order. Some salesmen don’t believe in them 
and they are entitled to their opinion. We’ve tried both giving and 
abstaining at this season of the year and have found that people do 
appreciate your thoughtfulness. But never give as a sort of pay- 
ment. You should never pay for business. 


If someone has done you a favor let them know about it with a 
gift. One of my customers once did me a good turn that resulted in 
my making a tidy profit out of a certain stock. He had information, 
that was valuable and he was thoughtful enough to telephone to me 
and give it to me. Several months later I called him and asked him 
if he wou'd take lunch with me. When he assented I met him in his 
office. On the way to the restaurant I asked him if he knew a good 
place to buy a hat and suggested that I needed a new one as the one 
I was wearing was rather shabby. He took me to his store and as the 
salesman came up I asked him to show me the best hat in the store. 
When he asked my size I said it was for my friend not for me. That 
$25 which I spent for his hat was well spent—besides he was cer- 
tainly entitled to it considering the valuable information he gave to me. 
IF YOU GIVE IT IS ALWAYS ACCEPTABLE AND PROPER PRO- 


VIDING THERE IS A REASON FOR IT. The best asset any sales- 
man can have is his ability to create good will. Tact and good 
judgment indicate the time and the place—money invested in good- 
will building is your best form of advertising. Do it right and it 
will come back to you multiplied many times over. 
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M. A. Manley & Co. In 


New & Larger Quarters 
DETROIT, MICH.—M. A. Man- 
ley & Company, investment brok- 
ers, are now occupying new and 
larger quarters at 648 Buhl Build- 
ing, according to announcement of 
Milton A. Manley, senior officer 
of the firm. A substantial increase 


— W. Bennett & Co. 
Being Formed in NYC 


Frank W. Bennett & Co., Inc., is 
being formed with offices at 30 
Broad Street, New York City, tc 
engage in the securities business. 
Officers are Frank W. Bennett, 
President; Edward G. Ringrose. 
Vice-President and Treasurer: 








in office space was necessita‘ed by 
additions to the staff in the past 
year of GI’s in training and a gen- 
eral expansion of organ:zational 
activities and customer service. 


John N. Schlemmer, Secretary; 
France E. Dreyer, Assistant Secre- 
tary. AJl were previously . with 
The Federal Corporation. 











*Airline Foods Corporation— Common 


*Denman Tire & Rubber Co.— Common 


*Prospectus on request 


HERRICK, WADDELL & Co., INC. 


55 LIBERTY STREET, NEW YORK 5, N. Y¥. 




















American Fruit Growers Inc., Com. 
Arden Farms Co., Pfd. & Com. 
Fullerton Oil Co., Com. 


Wagenseller E Durst, Inc. 


Members Los Angeles Stock Exchange 


626 SO. SPRING ST. TRINITY 5761 
\ LOS ANGELES 14 
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Bovenizer 50 Years 
At Kuhn, Loeb & Go. 


George W. Bovenizer on Mar. 7 
celebrated 50 years’ association 
with the investment banking firm 
of Kuhn, Loeb & Co. Mr. Boven- 
izer started in 
1897 as an of- 
fice boy. He 
worked in va- 
rious depart- 
ments cover- 
ing all phases 
of the firm’s 
business and 
in 1911  be- 
came Man- 
ager of the 
Syndicate De- 
partment. In 
1929 he was 
admitted to 
the firm as a 
partner. 

He is a di- 
rector of the Western Union Tel- 
egraph Company, Pennroad Cor- 
poration and Seaboard Surety 
Company. He was. President of 
the Investment Bankers Associa- 
tion of America in 1935. 

Mr. Bovenizer is Chairman of 
the Finance Committee of the 
Ministers and Missionary Board 
of the Northern Baptist Conven- 
tion; Campaign Chairman of the 
Protestant Fund of Greater New 
York, Inc.; Chairman of the Fi- 
nance Committee of the Baptist 
Church Extension Society, and a 
director of the Caledonian Hos- 
pital, Brooklyn. 

His clubs are the Union League, 
Bankers, Bond, Recess, Downtown 
Athletic, Sleepy Hollow Country 
Club and Scarsdale Country Club. 


MacKenzie to Address 
Brooklyn Unit (NAGA) 


Atlantic Refining Co. official 
will discuss job evaluations and 
wage incentives. 


The Brooklyn. Chapter of the 
National Association of Cost Ac- 
countants will conduct another in 
its series of technical sessions 
scheduled for the 1946-1947 sea- 
son. 

4Me meeting which will be 
preceded by a dinner will be held 
at the Park-Vanderbilt Restaurant 
in Brooklyn on Wednesday, Mar. 
19, 1947 at 8 p.m. 

The principal speaker will be 
Mr. Richard S. MacKenzie, Chief 
Industrial Engineer for the At- 
lantic Refining Company, who 
will discuss the question, “Are 
Job Evaluations and Wage In- 
centives Profitable?” 

Mr. MacKenzie is a graduate of 
the University of Pennsylvania, 
a member of the American Man- 
agement Association and _ the 
American Academy of Political 
and Social Science. He is Chair- 
man of the Production Managers 
Committee of the Philadelphia 
Chamber of Commerce and Board 
of Trade and Chairman of the 
Second Annual National Time 
Study and Methods Conference of 
the Society for the Advancement 
cf Management. 


Since 1931, Mr. MacKenzie has 
been Chief Industrial Engineer for 
the Atlantic Refining Company 
where, in addition to a broad ex- 
perience in the areas of shop 
work, packaging, warehousing, 
transportation, cons‘ruction and 
service functions, he has had an 
unusual opportunity to pioneer in 
the application of industrial and 
management engineering  tech- 
niques. 


Greene & Stockly in NY 


Phillipse E. Greene and George 
J. Stockly will form Greene & 
Stockly with offices at 120 Broad- 
way, New York City, effective 
March 20. Mr. Stockly will acquire 
the New York Stock Exchange 
membership of William W. Golds- 
borough, Jr., as of: that date. -Mr. 
Greene was in the past a partner 
in Bliss & Co. 





George W. Bovenizer 





Dresser Industries Expects to Benefit From 


Natural Gas Grisis 
Net earnings for first quarter $728,581 against loss of $516,574 
in corresponding period year ago. 


Dresser Industries, Inc., showed net earnings after taxes for the 
three months ended Jan. 31, 1947, of $728,581, as compared to a net 


loss of $516,574 for the first quart- ® 


er of the company’s previous year, 
and net earnings of $1,037,235 for 
its entire fiscal year ended Oct. 31, 
1946, according to the company’s 
Quarterly Letter to Shareholders 
just made public. 

Sales for the first quarter of the 
current fiscal year totaled $16,- 
669,845, continuing the accelerated 
rate established at the end of the 
previous year, according to the 
report. Total sales for 1946 were 


$54,783,188, equivalent to a quar- 


terly average of $13,695,797. Mean- 
while backlog has remained steady 
at approximately $67,000,000. 

Discussing the recent gas crisis, 
H. N. Mallon, President of Dres- 
ser, states in report: 

“We have long been aware of 
the fact that the existing trans- 
portation and distribution facil- 
ities of natural gas would be un- 
able to carry the postwar load that 
would be imposed upon them by 
public preference and demand. 
That is one of the reasons why 
we have called attention to our 
propane and butane plants, to 








serve as stand-by facilities fo, 
municipal gas plants. That is y hy 
we have placed so much emphasis 
upon Dresser equipment designeq 
to speed the transportation of gas 
from well to consuming districts, 

“The current gas crisis has sery- 
ed to bring this whole situation 
out into the open, and make ap- 
parent the need for taking drastic 
steps to improve and increase the 
nation’s gas supply and provide 
greater facilities for getting gas 
to the markets that are clamoring 
for it. The long-term effect of the 
present gas shortage will, there- 
fore, in our opinion, be that of 
speeding up expansion and reha- 
bilitation programs in this field 
which might otherwise have been 
delayed. The recent purchase 
from the Government of the Big 
Inch pipe line for the transporta- 
tion of natural gas is a pertinent 
example. It appears that the de- 
mand for our gas appliances and 
compressor station equipment is 
destined to be heavy for some 
time to come.” 





Observations 





(Continued from page 1377) 


While Moscow’s attempt to institute this technique in the Italian 
situation was largely thwarted by the Council of Ministers, the issue 
is about to be fought out again and more importantly now at Moscow. 
For the Russians have stretched ad absurdum the definition of “rep- 
arations,” as practiced from Berlin to Korea. In Germany they have 
been operating 200 important industries in their zone as Soviet-owned 
trusts, confiscating property by way of making themselves sole owner. 
Actually the. Soviet’s allies are footing the reparations bill to her by 
furnishing the necessary imports to Germany, including food and 
other indispensable supplies, the payment for which is not going to 
them but to Moscow. 


The British Emergency 


England, of course, represents the major emergency; highlighted 
by her throwing of the Greek mess into our lap; the announcement 
of her grant of self-government to India, her discussions with Egypt 
and Burma, and her giving to UN trusteeship of Tanganyika, Togo- 
land, and the Cameroons. The vigorous denial here by Hector 
McNeil, British Minister of State, that these withdrawals were forced 
by economic, financial, or commercial weakness, was almost simul- 


‘taneously emasculated by Stafford Cripps’ plea to Parliament that 


the India decision was inexorably forced on the government by its 
weakness. ' 

While England’s aid to Greece has thus far amounted to the 
equivalent of $225 million, and we are now called on to give at least 
$300 million in addition to the -$479 million we have given to them 
since V-E Day to prevent a Communist accession, the worst part of 
the situation is the evidence of complete. inability in financial ad- 
ministration repeatedly given by the Greek Government in connec- 
tion with the circumstances surrounding our Export-Import credit 
negotiations. 

And again in the case of Turkey, whom Egon Kaskeline in last 
week’s “Chronicle” termed. “the vital road-bloc against Soviet ex- 
pansion,” the British “receivership” will cost the United States more 
cold cash. In addition to our post-war “deposit” of $40 millions, the 
a are asking for a full half-billion to keep their heads above 

ater. 
Britain’s Intrinsic Weakness 


But the real crucial sore-spot-for us is the threatened economic 
collapse of Britain herself, our outpost of civilization as we know it. 
Sad, but all too true, is ‘the commentary of the prospects for the 
world’s liberty, when we must pin our faith on an institution as 
authoritarian, however inept, as the British Labor Government. 

Without great natural resources, England must depend more and 
more on a favorable export trade balance. But, whereas the pre- 
war deficits were largely met from shipping income, she lost in the 
War 6 million dead-weight tons of that shipping. She had ‘to sell $414 
billion of overseas investments. At home she has an acute manpower 
and work-desire shortage. But the crucial problem continues 1o 
center about her balance of payments situation with the rest of the 
world. The present nettlesome difficulty in regard thereto is that 
too high a percentage of her imports is coming from hard currency 
nations, (44% of the total from the Western Hemisphere), and those 
countries are in turn accepting only 13% of her exports. Hence 
England has been accumulating a favorable balance in soft currencies, 
while running a deficit in the hard currencies of the United States, 
Switzerland, the Argentine, Canada, and Sweden. 

Hence our real “Big League” world responsibilities and decisions 
will begin in five months when under the terms of the Anglo-Amer- 
ican Loan, Britain is called on to make sterling receipts from: cur- 
rent transactions in any currency area without discrimination; and 
in any event when she has exhaused her quite-recently given VU. S. 
and Canadian dollar credits—unfortunately a contingency which is 
already becoming uncomfortably possible. At that time we will have 
to decide once-and-for-all whether we “accept our own destiny as 
the chief world power ...no matter what it costs”—in the words of 
Chairman Eaton of the House Foreign Affairs Committee. 

The Stassen’s and others may tour all of the countries of Europe 
on missions of elaborate economic inquiry, but the problem is pre- 
cisely as clear and un-economic as that! 
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Permanent Authority for FR to Buy 


Bonds from Treasury Dangerous 


(Continued from first page) 


overdrafts mentioned below) be 
tested in the open money markets 
or shall the Reserve Banks mone- 
tize the Federal debt up to five 
pillion dollars from time to time at 
rates to be determined by the 
Treasury and Reserve Authorities? 

Stated in other words: Shall the 
people of the United States be 
deprived of the power to exercise 
the direct control over the public 
purse which Treasury borrowing 
in the open markets would give 
them? 

Eccles’ Philosophy 

Mr. Eccles pursues the philos- 
ophy of the managed currency 
school of thought which takes it 
for granted that it is: unwise and 
undesirable for the .people to be 
able to exercise an effective direct 
control over the public purse. The 
money of the nation, in the opin- 
ion of the advoeates of a “man- 
aged” currency, is not really the 
people’s money in the sense that 
they may properly have something 
to say in a direct way and as in- 
dividuals as to how government 
officials administer the public 
purse. Not at all. The public 
purse mean to them the govern- 
ment’s ‘purse, not the people’s 
purse. Government officials who 
belong to this school of thought 
wish to be free from effective di- 
rect controls which people might 
exercise in the open money mar- 
kets. They wish to manage the 
public purse as they see fit. They 
wish to borrow at low interest 
rates so that they can borrow more 
than probably would be the case 
if the interest rates in the open 
markets were permitted to control. 


Concept of Managed Currency 


These concepts of a managed 
currency are a part of the basic 
concepts of a governmentally- 
managed economy. The Eccles no- 
tions as to why the Treasury 
should not go to the open money 
markets for its funds are in prin- 
ciple the same as those involved 
when a government deprives the 
people of a gold-coin monetary 
standard. Such a standard gives 
every individual some direct con- 
trol over his government’s man- 
agement of the public purse. The 
gold-coin standard places great 
limits on what the government 
managers of the people’s public 
purse may do without receiving 
sharp and effective warnings. It is 
for these reasons that every Dic- 
tator and every government pur- 
suing the program of a govern- 
mentally-managed economy must 
deprive the people of a gold-coin 
standard. 

Depriving them of power to ex- 
ercis2 direct controls over govern- 
ment borrowing is merely one, 
and a similar, aspect of the man- 
aged-economy, managed-currency 
concept. 

The issue is basic. The public 
purse either is or is not the peo- 
ple’s purse. It either is or is not 
something to be managed and 
manipulated by government of- 
ficials according to any principles 
that.they may choose to employ. 
The people either have a right to 
exergise, direct controls over the 
use of, their purse or they do not. 
The Eeceles position is that the 
people should not have this right, 
at least inthis five-billion-dollar 
Case. , His position in this instance 
is that the:public purse is the gov- 
ernme@nat’s purse, not the purse of 
the American people—the taxpay- 
ers and the lenders. 


Governments have taken that 
Position in the past, in a more ex- 
treme form, of course, but in_ac- 
cordance with the same principle; 
and in the end they have been 
overthrown ‘after the people have 
concluded that. they could not and 
would ‘not endure any longer the 


indicate clearly that he does not 
trust free open markets for gov- 
ernment borrowing. He does not 
like the prospect of the controls 
that the lenders might exercise. 


He warts government “manage- 
ment.” 


Not Economic or Political 
Democracy 


That is doctrine that is hardly 
appropriate in a country desiring 
a republican form of government, 
accompanied by economic and po- 
litical democracy, in which the 
recognized principle should be, 
that the public purse is the peo- 
ple’s purse and that they should 
Keep control of it. 

it is not too much to say that, 
in principle, the Eccles doctr.ne! 
is that ot Dictator governments. 
fhere is nothing in any of his 
arguments that would not fit like 
a tailor-made glove the iron fist 
of any totalitarian Dictator. 

Control through their represen- 
tatives in Congress is not enough 
ior the people of this country in 
monetary and fiscal matters. These 
representatives may cease to be 
responsible to the desires of their 
constituents. The people need and 
must keep direct controls such as 
those provided by a _ gold-coin 
monetary standard and the oppor- 
tunity to say “yes” and “no” in 
the open money markets. Other- 
wise, an Administration and the 
people’s representatives in Con- 
gress may run away with the peo- 
ple’s purse and endanger or ruin 
the nation financially. 

The contrary view is well pre- 
sented by Mr. Eccles in his testi- 
money of March 3 before the 
House Committee on Banking and 
Currency. He says that “it is un- 
realistic to presume, as this theory 
does (the theory that government 
oorrowing should be subjected to 
the test of the market), that if 
Congress votes for expenditures 
but does not vote for sufficient 
taxes to cover the expenditures, 
the money market should erect 
barriers to discourage the prac- 
tice.” 


Fallacies of Eccles’ Arguments 


The answer to that is very sim-, 
ple, in the opinion of this author. 
if Congress ignores its responsi- 
bilities to the taxpayers and pro- 
ceeds to scatter their money in a 
profligate manner, the people 
should erect barriers to discour- 
age the practice! That is precisely 
what they should do. It is their 
money that is being wasted. The 
fact that the Treasury may be em- 
garrassed is hardly the major con- 
sideration. The Treasury belongs 
to the American people. All that 
Mr. Eccles is saying is that should 
Congress engage in an orgy of 
spending the people should not 
have the power to exercise direct 
controls, in the open money mar- 
ket, over this spending. In his 
words, “it is unrealistic to pre- 
sume . the money market 
should erect barriers to discour- 
age the practice’! That is the 
nub of the Eccles position. 


His other statements in the main 
amplify his opposition to an open 
market for government securities. 
He says: “There could be no such 
market [“an entirely unregulated 
market”] except at the risk of 
chaotic condition in the bond mar- 
ket and incalculable added costs 
to the government in managing 
the public debt.” Mr. Eccles over- 
states his case when he speaks 
of “an entirely unregulated mar- 
ket.” The important point, how- 
ever, is that he does not want the 
Treasury to come up against the 
costs of borrowing in the open 
markets. Yet it is rising costs 
which the people use as a brake 
on their government’s borrowing. 





He says further: “Nothing con- 
structive would be accomplished 
by the proviso that the Keserve 


System must purchase governmen,y 


securities exciusiveiy in the open 
market. About all that such a ban 
means is that in making such pur- 
chases a commission has to be pala 
to government bond deaiers.” 


That statement seems to ap- 
proach the demagogic. It suggests 
that perhaps these bond dealers do 
not perform services that warrant 
commissions. Furthermore, such a 
notion is not “about all that such 
a ban means.” What is involved 
is that the Treasury shoulda go into 
the open money markets, use the 
mechanism which these markets 
proviae, and subject its borrowing 
policies to the tests of the money 
markets just as other borrowers 
have to meet these tests, paying 


| commissions and all other regular 


expenses. Otherwise the tests 
cease to be made, and the govern- 
ment officials are freed from the 
restraints to which they should be 
subjected. 


Mr. Eccles says still further: 
“What is involved in the proposed 
bill is not a question of monetary 
theory or policy, but simply a 
question of efficient, economical 
and businesslike management of 
the public debt.” 


Advantages of Open Market 
Just about the reverse seems to 
be the case: A basic question “of 
monetary theory or policy” is in- 
volved; and it has already been 
stated. It is not a “businesslike” 
management of the public debt. 
Businesslike management would 
certainly involve the use of the 
open competitive markets where 
the forces relating to the supply 
of and demand for loanable funds 
would be in operation. 


Mr. Eccles says that “the direct 
purchase authority is in effect 
merely an overdraft privilege with 
the Reserve Banks—a line of 
available credit for use if needed.” 


Mr. Eccles seems to have con- 
fused the provisions in this bill 
with the matter of Treasury over- 
drafts which were utilized up to 
1935 chiefly in anticipation of tax 
receipts but also in anticipation of 
receipts from government securi- 
ties in the process of flotation. 
Those overdrafts were for one, 
two or three days, seldom more, 
and were represented by special 
Treasury ‘one-day”: certificates 
which were reduced quickly as tax 
or other receipts: came in. Few 
of these tax (and other) antici- 
pation certificates ran beyond 
iuhree days; a large proportion of 
them ran not longer than one day. 
Their purpose was to stabilize the 
money market during taxpaying 
periods and the flotation of gov- 


ernment securities. It was not to 
enable the Treasury to escape the 
open money markets in its bor- 
cowings, by using the Reserve 
Banks as a shelter from the peo- 
pie, and as a means of monetizing 
che Federal debt. 


Overdraft Procedure 


There was no objection, ap- 
parently, among the close students 
of the Federal Reserve System anda 
the money markets to a use o. 
these so-called “one-day” antici- 
pation certificates. On the con- 
trary, that practice appeared to 
receive almost universal approval. 
The Banking Act of 1935, as Mr. 
Eccles points out, was so worded 
that it prevented their subsequent 
use until authority was grantea 
temporarily under the Second War 
Powers Act of March 27, 1942. 


Mr. Eccles says that the pro- 
posal in H. R. 2233 “would restore 
to a limited degree an authority 
which the Federal Reserve System 
had from its inception in 1914 
until the Banking Act of 1935.’ 
That statement seems misleading 
to this author. The Reserve Banks 
began to buy Treasury certificates 
in 1917, at the request of the Sec- 
retary of the Treasury, on the 
theory that Section 15 of the Fed- 
eral Reserve Act, which made the 
Reserve banks fiscal agents of the 
Treasury, gave the Secretary the 
authority to require these banks to 
purchase these certificates directly. 
Actually, the Federal Reserve Act 
had no specific provision for such 
purchases. Apparently the power 
was assumed during World War I 
because it was not specifically 
prohibited. 


Arrangements for tax and debt- 
flotation anticipation certificates 
can and perhaps should be written 
into the Federal Reserve Act. But 
that is not the same question as 
those involved in H. R. 2233. This 
bill provides for the direct pur- 
chase at any time by the Reserve 
banks from the Treasury of “any 
bonds, notes, or other obligations 
which are direct obligations of the 
United States or which are fully 
guaranteed by the United States 
as to principal and interest.” This 
bill provides the Treasury with 
the means of escaping from the 
pressures of the open money mar- 
kets. The Eccles testimony also 
reveals that purpose clearly. Ana 
it is a purpose that is very differ- 
ent from utilizing on tax payment 
dates “one-day” tax anticipation 
certificates as overdrafts, running 
generally from one to three days. 


The overdraft procedure prior to 
1935, the basis for it, and the 
theory of it, should not be con- 
fused with the provisions of H. R. 
2233. If the House Committee, 
which is reported to have recom- 





mended another tnree-year exten- 
sion of this authority, was con- 
fused, permaps tue sScnate and 
Congress may do petier and will 
separate the piincipis of “one- 
day” overdrafts from a means of 
escaping the open i.u..ey markets 
and of openiug a aoor to direct 
monetization or the Feueral deh. 
Nor does Mr. Eccles remind 
Congress that the ‘Treasury and 
Reserve authorities, under Sec- 
tion 43 of the Act of May 12, 1933, 
have the authority, with the ap- 
proval of the President, to make 
direct purchases from the Treas- 
ury of $3,000,000,000 of United 
States obligations “in addition to 
those they may then hold.” Mr. 
Eccles was therefore asking for 
authority to purchase United 
States securities directly from the 
Treasury in an amount not just 
up to $5,000,000,000 but up to $8,- 
000,000,000. 
At no time during World War II 
did the Reserve Banks hold over 
$1,302,000,000 of short-term Treas- 
ury certificates. Considering 
amount alone, not principle, it 1s 
not clear why Mr. Eccles should 
request authority to buy up to $5,- 
000,000,000 besides the $3,000,000,- 
000 provided for in the law of 
May 12, 1933. 


Short-Term Overdraft Certificates 
Advocated 


It should not be difficult to draft 
a bill authorizing Treasury over- 
drafts at the Reserve Banks in an- 
ticipation of tax receipts or re- 
ceipts from securities in the proc- 
ess of sale to the general public, 
these overdrafts not to exceed, say, 
1.5 billion dollars on any day and 
to be retired from the receipts 
against which they were issued as 
anticipation certificates. A very 
short maximum maturity should 
be specified for these certificates 
—a maturity not to exceed the 
date of arrival of the receipts. The 
rates charged by the Reserve 
banks on these advances should 
be so arranged that they will not 
give the Treasury any advantages 
at the Reserve banks beyond the 
convenience involved in the over- 
drafts. 

Such very-short-time overdrafts 
seem desirable as a means of 
avoiding unnecessary and undesir- 
able disturbances in the money 
markets. But a device for escap- 
ing from the open money markets 
and for monetizing the Federal 
debt free from such restraints as 
the general public might place 


upon Federal borrowing—all of 
which are provided for in H. R. 
2233—cannot be defended as sound 
procedure in central banking or in 
the Treasury’s management of the 





people’s purse. 














Tlf’ they are deprived of this power 





&0vernment’s handling ofthe peo- 
ple’s purse, 


Mr. Eccles” testimony seems t0 (...cisn.s. 


fhair peantre™ ic cars “That ic in 
principle what Mr. Eccles recom- 
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Cory Corporation 
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Copies of the Prospectus may: be obtained in any state in which this announcement is circulated 
only from such of the several Underwriters as are registered dealers in such state. 


Glere, Forgan & Co. 


March 11, 1947 
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Ottawa has taken the first practical step to refute the persistent 
propaganda emanating principaily from the Canadian gold mining 
interests which challenges the wisdom of the Dominion’s action in 
restoring the Canadian dollar to its normal parity. 

From the point of view of the gold industry, which undoubtedly 
suffered a severe blow as a result of the diminished price of its 


product, the most efficacious cure > 


for their malady would be a de- 
valuation of the dollar. Accord- 
ingly strong pressure has been 
exerted in an endeavor to ac- 
complish this end. Such efforts 
have recently been redoubled as 
the gold mining industry’s dream 
of an internationally higher price 
of gold has been shattered by the 
obvious determination of the 
monetary authorities here and 
elsewhere to avoid any action 
that would either contribute to 
the current inflationary pressures, 
or disturb the comparative sta- 
bility created by the maintenance 
of the parties of the world’s key 
currencies. 


When Canada took the deci- 
sive step to restore the dollar to 
its old parity full consideration 
was given to all its implications 
and possible repercussions. It is 
perhaps true that the timing of 
the decision was open to criticism 
but it was generally considered 
to be an inevitable postwar de- 
velopment. A motivating factor 
was the sharp price-rise that took 
place here with the removal’ of 
controls, and today this consider- 
ation is certainly no less pressing. 
The British crisis has added fuel 
to the propaganda of the propon- 
ents of devaluation, but this situa- 
tion appears to have passed its 
Jow point. 


In any case the Dominion can 
not step aside from the deliberate 
course it has taken and recent re- 
ports from Ottawa are indicative 
of this determination. . Action, 
however, is more powerful than 
oratory and tax relief given to 
the gold-mining industry is the 
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chosen alternative to currency de- 
valuation. This is only the first 
answer to the challenge and now 
that the Canadian authorities 
have turned their attention to 
constructive action further steps 
can be anticipated. 


Furthermore the ties between 
this country and the Dominion are 
oecoming ever closer. The har- 
monious relationship between the 
two countries has progressed even 
beyond the stage of “the 4,000 
miles of unfortified border.” Can- 
ada is not only a vital military 
buffer to this country but it is 
also the country that is the close- 
est in common idea's and way of 
living. It is natural therefore that 
the international border should 
tend increasingly to have only an 
academic importance. Thus a 
common currency, if not a neces- 
sity, is at least fitting in the gen- 
eral scheme. 

During the week the revived 
doubts concerning the ability of 
the Dominion to maintain its cur- 
rency at par led to weakness in 
all sections of the market. The 
undigested balance of the new 
Montreal issue and offerings be- 
low the issue price also weighed 
on the general situation. These 
developments can only serve to 
bring home to the competent au- 
thorities the necessity to imple- 
ment official denials of any con- 
templated currency change. The 
stock markets also reacted disap- 
pointingly to the announcement of 
tax relief to the gold-mining in- 
dustry but on reflection it might 
be found that such concessions 
are more beneficial than the cas- 
ual reaction would suggest. 


Biyth & Go., Inc. Offers 
Northern Indiana Com. 


Public offering of 383,434 
shares of common stock without 
par value of. Northern Indiana 
Public Setrvice Co. was made 
March 12, at $19.75 per share 
by Blyth & Co., Ine., which 
was awarded the issue at com- 
petitive bidding on March 10. Of 
the stock being offered, 182,094 
and 54,417 shares are being sold 
by Midland Realization Co., and 
its subsidiary, Midland Utilities 
Co. respectively and 146,923 
shares are being sold by The 
Middle West Corp. 


The shares are being sold by 
the Realization and Utilities com- 
panies in compliance with a plan 
ef reorganization under which the 
two companies. will be liquidated 
and dissolved. The shares are be- 
ing sold by The Middle West 
Corp. pursuant to the reorganiza- 
tion plan. 

Dividends on the common stock 
of Northern Indiana are now be- 
ing paid on a quarterly basis at 
the rate-of $1.20 a year. 

Capitalization of the company 
consis!s of $51,000,000 of long- 
term debt, 211,380 shares of 5% 
preferred stock, $100. par value, 
and 2,181,550 shares of common 
stock. 








Holt & Collins 


SAN FRANCISCO, CALIF.— 
With the retirement of William 
Ede, Jr. from the firm of Holt, 
Collins & Ede, a new partnership, 
Holt & Collins has been formed. 
Offices will be continued in the 
Russ Building. Partners are Edi- 
son A. Holt, member of the Los 
Angeles and San Francisco Stock 











Exchanges, and Daniel J. Collins. 





Graham Towers Canadian World Bank Director 


Replaces R. B. Bryce, but will 


retain position as Governor of 


Bank of Canada. Canadian Minister of Finance emphasizes im- 
portance of World Bank te Canada. 


The Honorable D. C. Abbott, Minister of Finance, who is Gov- 
ernor for Canada of the International Bank for Reconstruction and 


Development, 





announced on®— 


March 6 that he had nominated | ested in the success of this great 


and elected Mr. Graham Towers 
to serve as Executive Director for 
Canada of the International Bank 
in place of Mr. R. B. Bryce, who 
has resigned from that position at 
his own suggestion in order to 
make it possible for Mr. Towers 
to serve the Bank in this capacity 
at this important period in its 
operations. 

In commenting on this action 
Mr. Abbott stated that the Bank 
has now completed its first stage 
of organization and is at the point 
of commencing its operations in 
international lending and in ap- 
proaching the securities markets 
for the funds which it will need 
for that purpose. Mr. Abbott em- 
phasized the importance to Canada 
of the Bank in assisting in the 
general program of economic re- 
construction, and he stated .that 
the Government is keenly inter- 





international organization. He 
felt that Mr. Towers as an Execu- 
tive Director could make a high- 
ly useful contribution to the work 
of the Bank at this time. . The 
Minister pointed out that Mr. 
Towers is expected to devote only 
a reasonable portion of his time 
to his new duty and will, of 


course, carry on with his respon- 
sibilities at the Bank of Canada. 

Mr.. Bryce was elected a Di- 
rector of the Bank by the votes of 
Canada at Savannah about a year 
ago and has devoted a portion of 
his time to the Bank as part of 
the duties of his position in the 
Department of Finance. Mr. J. F. 
Parkinson, Financial Counsellor 
at the Canadian Embassy in 
Washington, will.continue as al- 
ternate Executive Director for 
Canada on the Board of the Bank. 





Strength and Vitality of 


Unlisted Market 


(Continued from page 1380) 


| ganizations. In addition, gathered 


with us are representatives of the 
bodies administering legislation; 
regulating our business. We have 
also the officials of our own Asso- 
ciation, a number of other asso- 
ciations, local and national, and 
officials of the Stock Exchanges. 
Imagine, if you will, as I have 
often, what could be accomplished 
if the community of interest, 
demonstrated by our attendance 
here tonight, could be put into 
practical effectiveness in the wel- 
fare of our business and the in- 
vesting public. You and I know 
from our own experience in busi- 
ness that no problem is beyond 
solution if it is approached ob- 
jectively by men with a sincere 
interest in arriving at a fair solu- 
tion. Riding rough-shod over 
one’s opponents, intolerance of 
their vital interest or unwilling- 
ness to consider the other fellow’s 
viewpoint—these are not the best 
means of resolving problems if 
they are to remain resolved. And 
our business should be the last to 
be guided by the jungle technique 
of getting ahead by stepping on 
the other fellow’s carcass, for the 
very simple reason that it is the 
public interest and not our selfish 
impulses which will weigh: us in 
the balance. 


Speaking more directly to and 
for those of us in the Over-the- 
Counter business: the present 
would seem to be a challenging 
one, calling for recognition of our 
own strength and vitality and a 
militant spirit of friendly co- 
operativeness. 


Importance of Unlisted Market 


Ours is the market, remember, 
which supplies industry, com- 
merce and government, with the 
capital with which plants are 
built, equipment purchased, em- 
ployment provided, streets, 
schools and hospitals constructed 
and maintained. It is a market 
vastly larger in numbers of peo- 
ple participating, merchandise 
dealt in, volume of business trans- 
acted, than of all the exchanges 
combined and without which the 
exchanges themselves could not 
grow and develop. We in the se- 
curities business know and appre- 
ciate this. Isn’t it about time the 
general public was made aware of 
the facts? The strengthening. and 


broadening of quotations of Over- 
the-Counter securities during re- 
cent years, and efforts to gain 





ever broadening coverage, 





is a 
subject that exemplifies the dy- 
namie modern character of our 
business. The billions of © cor- 
porate securities annually dis- 
tributed through our facilities, 
the markets established and main- 
tained for these, the local and 
national characteristics of our en- 
terprise are commonplace knowl- 
edge to us but sadly unknown to 
even our own customers, let alone 
the multitudes of the general 
public. 


And it is time, too, for those re- 
sponsible in an official capacity 
for protecting the public’s interest 
to widen their vision and expand 
their understanding of this mar- 
ket. They should at least be put 
on notice that we are not in a 
quiescent mood and that we ex- 
pect to be heard when and if any 
undertakings affecting us and our 
market—and the public interest, I 
might add—are on the agenda for 
action. 


Duty to Protect Public 


When I took office two years 
ago and had the pleasant task of 
address .g the Annual Dinner, I 
burdened you with a few obser- 
vations that possibly sounded like 
unadulterated sentimentality. I 
had reason to refer back to what 
1 said at that time and I would 
like to repeat a single passage 
here tonight, as follows: 

“Let no one of us lose sight of 
the one duty each of us in our 
own ‘field has assumed or had 
delegated to us—protection of the 
public interest. If we always re- 
member that our ultimate success 
will be measured by how well we 
discharge that obligation, I, for 
one, think that a‘l else that in- 
tervenes is but a passing matter. 
More than that, I believe, that if 
in our relations we keep that ob- 
jective in mind, some of our dif- 
ferences will be simpler of solu- 
tion. There should not at this 
date be room for disputes be- 
tween us which can be : settled 


only in the heat of selfish contro- 
versy. There is opportunity for 
all in the business, competition is 
the health of trade and so long as 
we keep always before us our 


common objective the future is 


assured.” 

These are my beliefs, gentle- 
men, as I am sure they are yours. 
Let us hope they will be realized. 





John Schiff Trustee 


John M. Schiff, member of the 
investment banking firm of Kuhn. 
Loeb & Co. ‘ 
and former 
commander in 
the United 
States Navy, 
has been ele¢- 
ted a trustee 
of The Bowery | 
Savings Bank. 

Mr. Schiff 
was born in 
Roslyn, New 
York, in 1904. 
He was grad- 
uated from 
Yale Univer- 
sity in 1925 
and from Ox- 
ford Univer- 
sity, England, in 1927. 


Mr. Schiff is a member of the 
New York Stock Exchange and 
associate member of the New 
York Curb Exchange. He is Vice- 
President of the National Council 
Boy Scouts of America and trus- 
tee or director. of. the New York 
Zoological Society, Provident 
Loan Society, National Jewish 
Welfare -Board, New York. Pub- 
lic Library, New York University, 
New York Chapter American Red 
Cross, Greater New York Fund 
and Chairman of the Visiting 
Nurse Service of New York. 


Mountain State Stock 
Placed on Market 


Blyth & Co., Inc., and associates 
made a public offering March 12 
of 140,614 shares of common stock 
of Mountain States Power Co. at 
$34.50 per share. The shares, rep- 
resenting 56.42% _of the company’s 
issued and outstanding common 
stock, are being sold by Standard 
Gas & Electric Co. 





John M. Schiff 





Upon completion of the sale, — 


Mountain States Power Co. will 
cease to be a subsidiary of either 
Standard Power & Light Corp. or 
Standard Gas & Electric Co. 
Mountain States is an operating 
public utility company engaged 
chiefly in -the generation, pur- 
chase, transmission, distribution 
and sale of electricity. Retail sales 
are made in 109 communities and 
adjacent rural areas in Oregon, 
Wyoming, Montana, Idaho and 
Washington. Wholesale distribu- 
tion is made to three communi- 
ties, to another private utility and 
to five rural electrification proj- 
ects. 


Total operating revenues of the 
company for 1946 amounted to 
$7,178,531 and net profit for the 
period was $1,043,186. It is ex- 
pected that, at a meeting of the 
board of directors this month, a 
dividend of 621% cents per share 
will be declared on the common 
stock, payable April 21 to stock- 
holders of record March 31. A 
dividend of 45 cents was paid on 
Jan. 20 of this year and prior to 
that dividends were paid quarter- 
ly since September, 1940, at the 
rate of $1.50 per year. 


On Sept. 30, 1946, the company 
had a funded debt of $9,700,000. 
Outstanding at that time also was 
$2,649,650 principal amount of 5% 
cumulative preferred stock, $50 
par value, and 249,233 shares of 
common stock, without par value. 





March 19 Dinner of 
La Salle Street Women 


La Salle Street Women will 
hold its March 19th dinner at 
6:15 p.m. at the Cordon Club, 410 
South Michigan Avenue, Chicago. 
“Social Security: What Will It 
Mean to You?” will.be the subject 
of the guest speaker, Thomas M. 
Galbreath, Manager, Chicago of- 
fice of the Social Security Ad- 
ministration. 
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ing chickenfeed politics, had ac- 


‘cepted a Hartford insurance job 


with six figure pay, had an- 
nounced his retirement. For two 
major reasons he renounced his 


‘vow and took the senatorial nom- 


ination: (1) he was to be Vice- 


‘Presidential nominee with Min- 


nesota Governor Stassen as top 


‘man on the Republican totem 


pole, or (2) he was to be Presi- 
dent Stassen’s Attorney General. 
ak ae ae 


The Republican calliope is 
steaming along into more 
budgetary discord. House Re- 
publicans will chop big, per- 
haps arbitrary hunks from the 
budget, tell the bureaucrats to 
tailor their expenditures ac- 
cordingly or resign. The Senate 
will refuse to concur, will send 
appropriation bills back across 
the Capitol for upward revision. 
How long this shuttle business 
can operate before breaking 
down is a matter of conjecture, 
but House Republicans are get- 
ting exasperated by the big 
brother vetoes of their economy 
ideas and can be expected to 
say so shortly. 


Bureaucrats’ collectively are 
balking logical budget reductions. 
As the Government spokesmen 
parade before House Appropria- 
tions subcommittees, each is asked 
for economy recommendations. 
Each stoutly retorts not a dime 
could be withheld from his par- 
ticular agency without damage to 
the taxpayer. That leaves no al- 
ternate to the budgeteers than 
to prescribe such arbitrary cuts 
as they see fit. 

38 tk me 

The situation has become so 
absurd that even the Treasury 
Chief Clerk testified he could 
not dispense with the service of 
a single messenger else_ the 
American public would suffer. 

ok a 

Immediate cash payment of the 
five-year terminal leave bonds is 
to be authorized by Congress be- 
fore the 1948 presidential cam- 

paign. House Republicans. will 
squelch the bill now being pressed 
by Democrats, will later bring out 
Similar legislation of their own. 
oh te * 

Banks can begin te think 
about a system of cooperation 
with Treasury Department in 
exchanging the terminal leave 
securities for cash. The Treas- 
ury will ask the banking sys- 
tem to redeem the bonds as 
they new redeem Federal sav- 
ings bonds. 


Treasury policy makers say 
most banks have done a bang up 
job of promoting savings bonds 
sales but claim banker cooperation 
has been spotty and want Con- 
gress to appropriate more funds 
for “educating” bankers. Associate 
National Director of the Treas- 
ury’s Savings Bond Division has 
Passed the word to congressional 
appropriators that some bankers 
“do an excellent job because they 
are very much sold on the idea,” 
while others “give us lip service 
only.” 


North-South feud over rail- 
road rates is banging inte a 
climax of legislative and _judi- 
cial decisions. Southerners bet 
the Supreme Ceurt will uphold 
the ICC order hiking manufac- 
tured goods freight rates 10% 
in the Northeast and redueing 
them a like amount in the South 
and as far west as the Rocky 
Mountains. Northerners counter 
with wagers Congress. will 
legalize the fixing of rates by 
carriers in conference with the 
ICC and thereby nullify the 
complaint now before the Su- 
Preme Court that high southern 
rates have been established in 
Violation of antitrust laws. 


Chances are good that Congress 





Washington And You 


(Continued from page 1377) 


will enact legislation enabling 
stockholders to institute eotmatent 
reorganization plans for defunct 
railroads under certain circum- 
stances. Such a bill was passed 
last year, encountered a pocket 
veto. Sponsors hope to efface 
White House opposition with 
limiting amendments. 


Social security tax fer old 
age assistance is to be frozen 
at present level of 1% on em- 
pleyer and a similar levy on 
employee. In the absence of 
freezing legislation, the rate 
would advance to 214% on em- 
ployer and employee alike next 
January 1. Reserve fund, how- 
ever, has grown so corpulent 
that no inerease in the tax is 
now seen as necessary during 
the next five years. 


Uncle Sam has decided he will 
no longer angel for the national 
banks the cost of operating the 
office of the Comptroller of the 
Currency in Washington. Hither- 
to, only actual bank examination 
costs have been levied against the 
banks. Congress has contributed 
$250,000 annually for Washington 
operating expenses. First day of 
the current fiscal year, the entire 
load was shunted to the banks. 


The Comptroller operates 
as a sort of independent agent, 
keeps bank assessments apart 
from the general fund of the 
Treasury, hires bank examiners 
without regard to civil service. 
That may be changed. Some 
Congressmen would extend 
Government routine to the 
Comptroller’s Office, would 
have examiners screened by 
civil service examination, would 
have bank assessments deposited 
in the general fund and exam- 
iners likewise paid therefrom. 


2 
ed 


House Appropriations Commit- 


tee staff will shortly start a study 
to determine whether the type- 
writer industry should be freed 
from congressional price ceilings 
on typewriters purchased by the 
Government. The Committee has 
rejected an industry plea that the 
practice of fixing maximum prices 
payable by the government for 
typewriters be abolished, but has 
ordered its research men to in- 
vestigate and make recommenda- 
tions on this issue before next 
year’s hearings on 1949 appropria- 
tion bills. The typewriter ceilings 
will remain in 1948 appropriation 
authorizations. 


& 


Extent te which the Treasury 
has succeeded in extracting the 
Federal debt from the banking 
system is emphasized by latest 
figures on national bank trans- 
actions. Investments by the 
banks in United States Govern- 
ment obligations declined 19% 
from Dec. 31, 1945 te Dee. 31, 
1946. Other bonds, stocks and 
securities held by the banks in- 
creased 16% in the same period. 


The 1947 buyers’ market is ex- 
pected to purchase more phono- 
graph records than ever before 
but to shun the product of small 
firms in the industry, thus ener- 
vating the little fellows. Com- 
merce Department oracles have a 
feeling that the smalJ firms will 
be severely handicapped as com- 
petition becomes keener. 

% ae he 

Don’t plan on any early in- 
crease in the interest rates on 
Federal securities. Average in- 
terest rate on the national debt 
today is 2.06%. Treasury Secre- 
tary Snyder views that as gen- 
erally fair to both Government 
and investers. Hiking of bill 


looks remote but will be 
ordered if the shifting of bank 
money from short to long-term 
Paper gets out of hand. 


tirement of low-rate issues held 
mainly by the banks; (2) sale of 
higher rate issues to Government 
trusts; (3) large sale of savings 


Today’s average interest rate of Rae = 
2.06% 
rate of 4.19% on a. comparative 
date following first World War. 
Three factors raised the rate from 
a 1.96% level a year ago—(1) re- 


of tk = ‘ te = 


bonds. 


compares with a similar 


the printing ef currency from 
87,000,000 sheets in the current 
fiseal year to 88,000,000 in fiscal 





1948 and to boost coin produc- 
tion from 1,983,427,000 to 2,- 
024,000,000 pieces. 


Treasury Secretary Snyder has 
The Treasury expects to up | told Congress the World Bank 
| will act upon some five OF six 
| pending loan applications “before 
_very long.” He says the Bank “is 
| getting ready to move along now.” 











Allied Chemical & Dye Corporation 


To the Stockholders: 


Herewith are presented the consolidated balance sheet of the Company at the close of business December 31, 
1946, and the consolidated income account for the year. 


Net income for the year was $26,706,691. 





c- 2000 The ‘Comin vensine Sueur: Chetenet 82a concn 60d dein sence nacetcocinpatanenain $280,945,262 
These receipts were expended for: 
The cost of goods and services bought from others __._..._..---.-.--_ ~~ $153,823,200 
The cost of human energy (wages and salaries)... _.____~-____-..------- 71,755,308 
The cost of tools wearing out (depreciation) and contingencies —_._________-~ 10,210,649 
The cost of payments ordered by Government (taxes) —--. ~~. nin pea weie 22,263,377 
The cost of using the tools (compensation to owners) _____________- Cee 22,892,728 
PErOee 6ne Mbee Ven h occas winbnecaandccrtinnnducesduddabedeebmnaa 3,813,963 
oe CER eee as eashin deensasilbid per dindhsthadinaalsonmiagaae ~ $284,759,225 





Total business for the year was 5% greater than in 1945. Sales of chemical products in 1946 were the largest in 
the history of the Company. Demand for principal products such as alkalis, acids, dyestuffs, roofings, coke, deter- 
gents and nitrogen products, exceeded. the maximum output which the Company’s plants were able to produce. 

Selling prices on the average were only slightly higher than those prevailing during 1945. At the end of 1946, 
hourly wage rates were 15% higher than in 1945 and more than double the average ten years ago. 

Because of the continued uncertainties confronting industry, $2,000,000 was provided out of 1946 income and 
credited to the Reserve for General Contingencies. 

In addition to regular dividends of $6.00 per share, the Company paid a special dividend: of $2.00 per share on 
December 27, 1946. 

Gross additions to the property account amounted to $30,337,273 and retirements totaled $4,738,346. Projects in 
1946 included expansion of .existing facilities for all the Company's basic products and the purchase from the Gov- 
ernment of a large nitrogen plant at South Point, Ohio, and a sulfuric acid plant at Front Royal, Va..The Company 
is. continuing as rapidly as possible with its broad construction program which includes plant and equipment for com- 
mercial manufacture of products recently developed by research. The new central research laboratory at Morristown, 
N. J. is nearing completion, 2 

The Directors believe that the Company’s financial strength,.as reflected by the balance shect, will enable it to 
share fuliy in the industrial activity of the country during the years ahead and to meet such new conditions as may 


arise, 
Respectfully submitted, 


Dated, March 12, 1947. F. J. EMMERICH, President 


CONSOLIDATED GENERAL BALANCE SHEET—DECEMBER 31, 1946 




















ASSETS LIABILITIES 
PROPERTY ACCOUNT CURRENT LIABILITIES 
Real Estate, Plants, Equipment, Mines, Accounts Payable ._.--. $9,336,770.69 
etc. at cost ------.-------------_-- $307,722,022.78 Wages Accrued _ . 1,278,598.67 
4 : Taxes Accrued____- _. 20,676,132.54 
INVESTMENTS $31,291,501 .90 
Sundry Investments at cost or less_.__ 28,136,994.74 RESERVES 
- Depreciation, Obsoles- 
CURRENT ASSETS céeneé, étc!..---- _.$238,668,156.01 
Cash ——------~-----___- $64,226,204.90 es ptassol ices Matt 38 000,000.00 
U. 8. Government. Secur- General Contingencies._ 20.656,776.82 
ities at cost........ 52,972,083.25 
; ory Insurance ___.._-...... 2,015,548.50 
Marketable. Securities at 7 
GONGP oso ei 1,479,482.04 
Sey sae ee ST FT 302,819,963.37 
Accounts and Notes Re- ‘ , pe 
ceivable—less Reserves 20,645,779.98 CAPITAL STOCK AND SURPLUS 
Inventories at cost or 
market whichever is ee Rae ae 
ROG. cticeswtdiswitmane 28,588,124.64 per Share 4 : : 
181,241 ,567.77 Issued 2,401,288 
Shares __- $12,006,440.00 
DEFERRED CHARGES Capital Surplus_ 101,037,235.00 
Prepaid Taxes, Insurance, ete._------ 1,631,716.69 Further Surplus. ...... 118,720,404.80 
Total Capital Stock and 
OTHER ASSETS Surplus ___________..$231,764,079.80 
Patents, Processes, Trade Marks, Good- Deduct Treasury Stock. 25,837,300.48 
Sr eer ir ar: Bae . 21,305,942.61 —_—_—_—_————— 205 926,779.32 
TORE | ttendiainnaicnunbdmbenbtieeaey $540,038,244.59 Fetwh cnniwccncue--cencvtnewesé $540,038,244.59 

















U. S. Government Securities include Treasury Savings Notes with principal value of $12,000,000; other U. S. 
Government. Securities had a market value at December 31, 1946 of $40,973,119. Marketable Securities consisting 
of 144,900 shares of common stock of the United States €teel Corporation and 270,000 shares of capital stock of the 
Air Reduction Company, Inc., listed on the New York Stock Exchange, had a market value at December 31, 1946 








and certifieate interest rates 





of $19,846,575. 


Further Surplus consists of $97,098,560 earned 


Treasury Stock consists of 187,189 shares of common stock carried at cost. 
surplus accrued to the Company since its organization and 


$21,621,845 accrued to its subsidiary companies prior to the Company's organization. 


CONSOLIDATED INCOME ACCOUNT 
YEAR ENDED DECEMBER 31, 1946 


Gross Income (other than dividends and interest) after provision for deprecia- 
tion, obsolescence, repairs and renewals, all state and local taxes ~~ ~~~ 
Provision for General Contingencies~——..._-~---------~--~-- Re ie RO eae ee 


Other Income: 


ih ARG 6 os bin i oo re ee en se dew Hebb Rees CES eweE ne SEA se wes 


Interest 


Gress Income before provision for Federal Income Taxes 


$ 41,092,310.48 
___ 2,000,000.006 


$3,079,939.77 


$39,092,310.48 





Federal Income Taxes __--~.---------~---+-------+-----+-+---~-----~---- =~ = - == - = = = = 4 nee 


Net Income .-.----~-----------~-~ +--+ +22 oo ee + + + 5 nn nn ne eee nes 


Surplus at December 31, 1945_--~.~------------------- -------------------- 
Net Income year 1946_______-----i--------------------------------------- 


Dividends declared on Common Stock__-~-_~-~- 


Less: Dividends on Treasury Stock, not i 


Surplus at December 31, 1946_-.~--~---------------------- - -- <= - == - -- == enn nn nnn nn nnnns 


Gross Income includes $461,204 representing credit re 
rate of exchange of the Canadian dollar to parity with U. S. 


received on refund of Federal taxes for prior years. 


Alliéd Chemical & Dye Corporation, 
New York, N. Y. 


We have examined the consolidated general balance sheet of the Allie 
sidiary companies as of December 21, 1946, and the statements of conso 
year then ended, have reviewed the system o 
its subsidiary companies and, without making a detailed audit o 
records of the cempanies and other supporting evidence, by methods a 
examination was made in accordance with generally accepted auditing standards applicable in 
and included all procedures which we considered necessary. 


In our opinion, the accompanying consolidated general balance 


f internal control and the accounting pro 














- oem emiegigae-aheeeber isc nn 3,813,962.75 
wind ais catalina bp aelesnenalncheiatlgabette $42,906,273.23 
16,199,582.30 
926,708,000.93 

$210,763,740.87 
26,706,690.93 $237,470,431.80 

IAS I een eomee $19,210,304.00 
1,497,512.00 _17,712,792.00 








dollar. Other Income-Interest 


sulting from increase by Canadian Government in official 
includes $323,325 


d Chemical & Dye Corporation and its sub- 
lidated income and surplus for the calendar 
cedures of the company and 
f the transactions, have examined or tested accounting 
nd to the extent we deemed appropriate. Our 
the circumstances 


sheet and related statements of income and sur- 


plus present fairly the position of the Allied Chemical & Dye Corporation and its subsidiary companies at December 
31, 1946, and the results of their operations for the calendar year, in conformity with generally acce 


principles applied on a basis consistent with that of the preceding year. 


March 11, 1947 


pted accounting 


WEST, FLINT & CO. 
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“Our Reporter on Governments” 


By JOHN T. CHIPPENDALE, JR. == 


Last week the money markets were under one of the heaviest 
barrages in many a moon, as the Chairman of the Federal Reserve 
Board sought extension of the authority to purchase directly from the 
Treasury, up to $5 billions of government securities. ...The campaign 
of inconsistency, confusion and uncertainty was going full blast as 
Mr. Eccles testified before the House Banking and Currency Com- 
mittee, as to what would have to be done to interest rates if the right 
to buy government issues directly from the Treasury were with- 
drawn.... 


It seemed as though the question of changes in short rates 
was so hot that some expected changes to take place so fast and 
furiously, that there might even be several alterations before a 
day’s trading sessions would be over, particularly if one put any 
stock in reports that were flying around.... 























Editorials were written about the ending of an era of low interest 
rates, because of the imminent changes that were scheduled in short- 
term rates. . . . Mr. Eccles’ testimony was the reason for all the stories 
about the immediate defrosting of the bill and certificate rates, in 
order to prevent long-term interest rates, or yields, from going too 
low.... 


FEARFUL 


The Federal Reserve Board Chairman appears to be scared stiff 
that.there is going to be another runaway market, on the up side for 
the longer maturities of eligible issues. . . . The restricted bonds 
would probably rise in sympathy with the climb in prices of bank 
obligations. ... 


At the same time he is against the issuance of long-term re- 
stricted obligations to non-bank investors, until there is some 
way to prevent the sale of eligible securities to the commercial 
banks by the life insurance companies, savings banks and other 
investors. ... 


No increase in supply of ineligibles could move outstanding 
issues up, irrespective of what the bank bonds do.... 


WHAT’S THE DIFFERENCE ? 


Mr. Eccies is likewise very much against monetization of the 
debt, which he claims would come through purchases of longer-term 
eligibles by the commercial banks, so he wants to increase short-term 
rates to make the earlier issues more attractive....To whom would 
the short-term issues be more attractive if the return was higher?... 
Certainly not to insurance companies, savings banks and other in- 
vestors, since they would not be attracted by even higher short-term 
rates.... 


Is there any great difference whether the debt is monetized 
through purchases by the commercial banks of short-term or 
long-term Treasury obligations? . . . There may be that minor dif- 
ference of greater risk of price fluctuation in the purchase of 
the longer issue... . 


However, from the standpoint of deposits being created by the 
acquisition of government securities there is no difference what- 
soever. ... Also there is considerable doubt that higher short-term 
rates would prevent, as some think, the switch from bills and certifi- 
cates into still higher yielding long-term obligations. ... Neither is 
it likely that it would deter the selling of short securities to get funds 


en would be put into larger yielding business borrowings or term 
oans.... 


OTHER INVESTMENT SOURCES 


There had been considerable discussion about the trend of long- 
term interest rates well before Mr. Eccles brought it out in the open 
last week. .. . While there is a feeling that prices of the longer 
Treasuries might move up, somewhat, from recent trading areas, 
which would carry certain issues to new yearly tops, there appear to 
be very few with the belief or opinion that the market will duplicate 
last spring’s performance. . . . It has been pointed out quite fre- 
quently that the commercial banks are now finding outlets other than 
government securities for assets, that have been decreasing and will 
continue to decline through debt redemption... . 


These new sources of investment have made less acute the 
need for larger income, so that there has not been, nor is there 


likely to be, the same switching out of shorts into longs in order 
to maintain earnings... . 


Likewise with the increase in the risk factor which is taking 
place every day, as funds are being put to work, outside of govern- 
ment securities, there is a very noticeable trend toward greater con- 
servatism in investing the remaining assets. . . . This has resulted in 
a much increased demand for short governments to insure liquidity 
and limit the risk of wide price movements that could take place in 
longer-term obligations. . . . It seems as though the shift into longer 
Treasuries from the shorter maturities is not likely to be anywhere 


near the threat to longer-term interest rates that it was believed it 
would be .... 


Aside from a few of the smaller institutions, which are largely 
savings banks, the shifting from shorts to longs is of declining 
importance now. .. . It appears as though the new channels of 
investment for the commercial banks have written at least a tem- 
porary ending to the much feared scramble for the long-terms. ... 


WELL BOUGHT 


What has been and still is going on is switching from the very 
shorts into the somewhat longer short-term issues. ... That is from 
certificates and short bonds into the issues due in 1951 and 1952... . 
This is the range in which the bulk of the changes are made and 
where the greatest pressure is being put on interest rates... . How- 


ever, this shifting does not extend maturities beyond that of a note, 
which is still considered short-term... . 


The 24s due 1956/59 are being well bought, because this is 
ene of the few issues in which the commercial banks have only 
small positions. . . . This security is an intermediate-term issue, 


but with a floating supply that should be i 
demand without forcing rates too low... — nemecindinonenep naan 


‘| as well as the last partially-exempts, the 


2%s, due September 15, 1967/72, 
234s due 1958/63 and 2%4s 
due 1960/65 should be available in amounts that would not exactly 
spell ruin for long-term rates. . . . It should be remembered tn.3t 
since the demand for long Treasuries seems to have abated con- 
siderably and this trend is likely to continue for a while, one of the 
greatest threats to stability o& long-term interest rates has been 
removed... . Demand for the long issues would probably be revived, 
with a slump in business, since a lower trend of interest rates then, 
would most likely result in large purchases of those securities... . 


“JITTERY” MARKET 


Despite Mr. Eccles’ statements about the possibility of higher 
short-term rates, prices of government issue have been firm to better 
with a new high for the move being made recently by the “Vic 
2s, ... The attempt to put the market into a state of jitters has not 
worked yet and the minor recession from the tops of last week is 
attributed much more to the foreign situation and a weak and un- 
certain stock market, than to the great and concentrated “Open 


Also the longest. eligible, the 





Mouth Operations”. ... 





Taft, Ruml and Blough 


On Budget 


and Taxes 


(Continued from page 1381) 


personal income tax, that’s about 
20% of the total receipts of the 
personal income tax, and that the 
balance, estimated at about three 
billion dollars, be applied to debt 
reduction. Of course, I agree fully 
the budget must be balanced. But 
if this program is carried out, it 
will be balanced by more than 
four billion dollars.” 


Mr. Ruml stated his views more 
extensively by saying: 

“The basic principle of setting 
tax rates seems to me should be 
to balance the budget at high 
levels of employment. If tax 
tates are set any higher than this, 
the effect of taxes will be to bring 
about a lower national income 
and greater unemployment than 
otherwise would have been the 
case. To apply this principle, we 
must first agree on a figure for 
national income at high levels of 
employment. Next we must 
decide which budget we want to 
balance and we must have some 
idea as to how large this budget 
is likely to be. Now the Presi- 
dent’s economic report tells us the 
national income in 1946 was 
about $164,000,000,000 and that for 
1947 an overall increase of 5% 
might be a reasonable objective 
for a maximum production. So in 
considering our policy in setting 
tax rates we can properly take 
high level of employment to mean 
a national income of some $170,- 
000,000,000. The figure allows for 
some decline in prices from to- 
day’s level. Now when we talk 
about balancing the budget we 
should realize that there are two 
budgets. One is the conventional 
budget. The other is a consoli- 
dated budget on a cash basis.” 


“The consolidated budget on a 
cash basis is referred to by Pres- 
ident Truman in his economic re- 
port. The consolidated budget on 
a cash basis means that we take 
all the financial transactions of 
the Federal Government, income 
and outgo, on a cash basis, the in- 
come taken away from the people 
in taxes and the income back to 
the people in expenditures. And 
by consolidated we mean that we 
eliminate all the _ inter-office 
transactions in the budget that do 
not affect the public. President 
Truman points out in his eco- 
nomic report that it is the con- 
solidated budget on a cash basis 
that measures the econemic im- 
pact of Government transactions 
on the economy. So it seems to 
me obvious that it is the consoli- 
dated budget on a cash basis that 
we should balance at high levels 
of employment.” 

Mr. Rum! continued by stating: 

“The consolidated budget on a 
cash basis will show a surplus of 
about four billion dollars for the 
current fiscal year. Suppose Con- 
gress cuts the President’s askings 
for next year by as much as four 
billion dollars. Then for 1948, 
present tax rates at high employ- 
ment would yield a total of 8 bil- 
lion dollars as a surplus. Accord- 


ingly, we are able to cut present 








tax rates to yield 8 billion dollars 
less than they otherwise would, 
and still the budget would be bal- 
anced at high levels of employ- 
ment.” 


Expenditure Reduction 


Regarding the extent of ex- 
penditure reduction the partici- 
pants were not in full agreement. 
Prof. Blough held that Senator 
Taft, who urged the importance 
of reduction, was “pretty opti- 
mistic’” and expressed doubt that 
all proposed expenditure cuts 
could be made. To this Senator 
Taft replied: : 

“I’ve been through this budget 
pretty carefully myself, and I feel 
confident you can cut four to five 
billion dollars out of the budget. 
There are all sorts of—of extra 
expenditures departments that 
haven’t cut down, a tremendous 
personnel in the Government. 
The Army and Navy originally 
figured that for a million men 
in the Army and 500,000 in the 
Navy they needed $6,000,000,000. 
Now they want $11,000,000,000. 
Certainly we can make a sub- 
stantial cut and still maintain the 
proper sized Army and Navy. I’m 
a little concerned about this re- 
cent development in Greece. But 
in the budget already is all the 
food we need for Greece, and all 
of the surpius materials that we 
may sell Greece. I think even iif 
you have to add $100,000,000 or so, 
it doesn’t affect the basic possi- 
bility of reducing this budget by 
$5,000,000,000. 37% billion dollars 
is a tremendous budget, more 
than three or four times what it 
was before the war.” 


Mr. Ruml, on being questioned, 
said he had no particular views as 
to the extent of expenditure re- 
ductions, but stated that “four bil- 
lions ought to be a reasonable 
goal for reduction of expense.” To 
this estimate, Dr. Blough replied: 
“We aren’t going to know about 
it for sure until June or July and 
even then we aren’t going to be 
sure about it because of the de- 
ficiency appropriations which al- 
ways come in late in the year 
where the cuts have been too 
deep, so that it will be some time 
before we can count these budget 
cuts.” 


Forecast of Tax Reductions 


Discussing the extent of pos- 
sible tax reductions, both Senator 
Taft and Mr. Ruml were for it. 
Senator Taft stated bluntly: 


“IT think that taxes ought to be 
cut. They ought to be cut because 
they’re too high. They’re too high 
on the ordinary man and woman 
in the United States today. You 
take a single man or woman—a 
school teacher, for example, re- 
ceiving $1,000 a year. She has to 
pay $495 a year in taxes. I don’t 
know how she lives on $1,000. A 
married couple with an income of 
$2,000 pays $190-in taxes. A mar- 
ried couple with an income of 
$4,000, pays $589, and a married 
couple with a gross income of $5,- 
000 must pay $800 in taxes. That’s 








a burden that the people of this 
country can’t stand and it seems 
to me that we must set our tax 
system at a figure which the coun- 
try can stand. Not only is it hara@ 
i; individuals but if we’re going 
to pey 37-39 billion in taxes, plus 
11 billxon for state and local, we’re 
paying somewhere between 25 
and 30% ox our income for taxes. 
In other words, every man, wo- 
man and child in the country on 
the average is working one day in 
three or four for the Government. 
I think that kind of an economy 
is so heavy that in the end it will 
prevent the development of a 
free enterprise economy at all.” 

To this Sen. Taft added: 

“This business of keeping the 
taxes up is inflationary. The 
burden is so heavy on these peo- 
ple, 44,000,000 of them, whose in- 
comes are under $5,000, that the 
general tendency has been to in- 
crease wages to take care of it— 
increase the wage level some 
more. The result~.of increasing 
the wage level is that then you 
increase prices. It is when taxes 
have reached the point they have 
now reached, they are an infla- 
tionary element. People won’t 
pay that much of their income in 
taxes, consequently inflation is 
the cushion to which they turn. 
And the general result of main- 
taining taxes this high, is to keep 
or increasing prices and wages ‘to 
take care of them. So that I say 
to retain—to go on at this rate of 
taxation—is itself inflationary as 
far as raising prices and wages 
are concerned.” 

Mr. Ruml’s theory of taxation 
was in setting tax rates that would 
“balance the budget at high Jevels 
of employment. If tax rates are 
set higher than this, the effect 
of taxes will be to bring about a 
lower national income and greater 
unemployment than otherwise 
would have been the case. 

“To apply this principle,” he 
maintained, “we must first agree 
on a figure for national income 
at high levels of employment; 
next we must decide which budg- 
et we want to balance, and we 
must have some idea as to how 
large this budget is likely to be.” 

On the bases of his estimate of 
eight billion dollars surplus, he 
thought this would make it pos-— 
sible to: “‘(1) reduce individual in- 
come taxes by 20% in the ag- 
gregate but not necessarily equal— 
ly across the board; (2) increase 
exemptions for dependents by 
$100; (3) eliminate all . excises, 
war and pre-war except those on 
tobacco alcohol and gasoline, and 
(4) reduce the corporation income 
tax from 38 to 34%.” He thought 
alternative possibilities might 
well be suggested. 


“Tax reduction of the magnitude 
that is both possible and desira- 
ble,’ Mr. Ruml added, “is both 
unnecessary and undesirable if we 
will move promptly toward mak- 
ing the products of American in- 
dustry and agriculture more 
available for world relief and re- 
construction. We can still reduce 
taxes substantially and at the 
same time make substantial addi- 
tional loans and gifts abroad. In 
our own interest a greater. con- 
tribution to world rehabilitation 
by taking less than this 8 billion 
dollars of possible tax reduction 
appears to be the humane and 
realistic program for the coming 
year.” 


Debt Reduction Pelicy 


Regarding national debt :reduc- 
tion, all agreed it was desirable'to 
take immediate steps toward that 
end, but Dr. Blough would :make 
no commitment “until the. situa- 
tion clarifies more definitely: as to 
just where we are going ‘to be so 
far as the budget is concerned.” 
Mr. Ruml was opposed to a def- 
inite commitment to a program 
of debt reduction “exeept as debt 
reduction comes automatically as 
a result of levels of employment 
or of prices that. are too high in 
terms of the long-term national 
outlook.” To this, Senater Taft 
agreed. 
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St. Regis Paper Company 4 
reports on IW@aé seta Meese 


Sales and Earnings at New High 
1946 1945 Summary of Consolidated Income fer 


Net Sales $22,782,186 $52,500,824 the Year Ended December 31, 1946 
Net Profit $ 5,563,604 $ 2,211,411 Net Sales, Royalties, and 
Rentals $82,782,186.06 
Properties Acquired Additional Annual Cost of Sales and Expenses 74,118,642.88 
in 1946 Capacity 
’ Operating Income 8,663,543.18 
Pulp and paper mill at 42,000 tons of kraft ; 
(Cantonment) pulp and 59,000 tons Income Credits 1,443,445.00 
Pensacola, Fla. of kraft paper and Gross Income 10,106,988.18 
paperboard Income Charges 582,546.28 
Pulp and paper mill at 90,000 tons of kraft Net Income Before Provision 
Pensacola, Fla.* pulp and 86,000 tons for Federal and Foreign 
of kraft paper Income and Excess Profits 
Pulp and paper mill at 112,000 tons of pulp Taxes 9,524,441.90 
Bucksport, Me. and 100,000 tons of Provision for Federal and 
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i 2 veryone 
Washington. 7 turns to printing and publica- Foreign Income and Ex- 
S . tion papers cess Profits Taxes 3,785,207.87 
- ubsidies Paper mills at 80,000 tons of print- Net Income Before Deduc- 


5,739,234.03 


Kalamazoo, Michigan ing and publication tion of Minority Interests 
papers Deduct Minority Interests in 
Pulp and paper mill at 10,000 tons of pulp Income 175,630.47 
Little Falls, Minnesota and 12,000 tons of Net Ineame $ 5,563,603.56 
printing and publica- 
tion papers 
Paper mill at 35,000 ve" - kraft One-piece Panelyte door frames and breaker 
East Pepperell, Mass. panveed and kraft spe- strips, with hidden fastening devices attached, 
cialties for refrigeration 
ro : 195,000 acres of Southern timberland Decorative Panelyte for tab!e tops, bars, furniture 
“pgs 400,000 acres of timberland in Maine : Multiwall paper bags adapted for new fields 
*Under construction by company in which St. Regis (over 400 commodities now being packed) 
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has an interest. . Sto : 
. Multiwall paper bags...expansion within exist- 
: iti | Annua ; 
Plant Expansion pga ms ing markets 
- New mechanized bag-making equipment 






















Multiwall bag plant at 50,650 tons 
Pensacola, Florida 


Under construction) L ° d 

he and enlarged bag 20,000 tons Loo ing Forwa r 

pont wee om _ bs os A full twelve-month operation of origi- 

te edb hat A i ty: nal and newly acquired properties is 
expected to increase the sales volume 


Madeliene (Three Rivers), 
Quebec for 1947 to more than $110,000,000. 


$6,000,000 program at 30,000 tons of print- © Completion of plans for plant moderni- 
Deferiet, N.Y. mill ing and publication = Jatin ond: installation of mechanized 
pany page “papa - high-speed equipment will increase 
$2,000,000 program at 10,000,000 Ibs. of p ; A , 
Trenton, N. J. plastics Panelyte plastic manufacturing efficiency with resulting 
plant (completed) economies. The unity of interest between 
labor and management was furthered 
Development of Products, Markets and during 1946, and the personnel of re- 
- ea sdanppeaacin pamuartaces cently acquired mills is being rapidly 
Bleaching of sulphite and groundwood pulps by merged into the St. Regis organization. 
». st onsen (aogenlt hi a ae The Company’s products continue to 
n 
P jaan it diane manufactured on paper supply the needs of the customers en- 
gaged in twenty-one basic American 


industries. 





















‘ Financial Suicide? 
y rec 7 . « 
er la bares 1 tes eg pa —_ pat 
week just for the Government. If 
©ver-grown and wasteful Govern- 
ment continues how much of the 
worker’s pay will be “take-home?” 
Let us realize that every time we 
ask our Government ‘for money 
we are really digging into our 
pe Pockets and those of our 
Pa casi for perhaps generations 
It will be a pity if we as farm- 
ers, businessmen, job - holders 
and veterans hand down to future 
Senerations a heritage of debt and 
He Both can kill at the roo‘s 
re opportunities for the high 
Standard of living of which we 
rave been so proud. We.are at last 
earning to “turn over the- box 
and lowk at the price” when buy- 
— merchandise; let us follow the 
me principle When paying our 
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Conditions of Employment Stabilization 


(Continued from page 1381) 
Speaking, taxe care of itself. One 
has to add, though, that the 
willingness to save is quite a dif- 
ferent concept from Keynes’ 
propensity to consume, because 
willingness to save as I use it is 
not an individual propensity only 
—it depends also on business poli- 
cies of corporations and on public 
financial policy. 

Stabilizing Investment 

I do not think one can con- 
veniently group all that together 
under some _ propensity-to-con- 
sume function. If the willingness 
to save should change then an 
adaptation of the volume of invest- 
ment will be necessary, unless the 
willingness to save has changed 
as a result of deliberate policy by 
public bodies so as to bring about 
an adaptation to an existing vol- 
ume of investment activity. How- 
ever, as a first approximation, I 
think one can say that if we want 
to stabilize the aggregate expendi- 
ture, then the first thing is to keep 
the volume of investment on a 
relatively stable level. 

Let me begin with private in- 
vestment. There are two kinds of 
private investment; the profes- 
sional investment by business 
people and the investment by con- 
sumers, who buy durable con- 
sumer goods. Houses may be 
classified under the one or the 
other, but I prefer to place it in 
the former one. 

I should like to say first a few 
words about the private profes- 
sional investment. This invest- 
ment depends on profit expecta- 
tions. Hence it is desirable that 
costs and sales prices should not 
get out of line with each other. 
Nor must expectations as to the 
quantities that one can sell be 
subject to violent fluctuations if 
we are to get the desired stability. 

f course, in individual cases 
for certain commodities or a 
certain industry, that happens all 
the time; but for the economy as a 
whole, it is desirable that the 
cost and price relationship and 
development be such that profit 
expectations do not become very 
pessimistic or very optimistic. 


Wage-Price Relationship 

The relation between costs and 
sales pesens and, on the other hand, 
also the expected volume of busi- 
ness, is particularly important in 
industries where real investment 
—production of capital goods—is 
large, for instance in the house- 
building industry. 

Let us look at that first. The 
most important item in cost is 
wage payment per unit. Taking 
the economy as a whole, it is 
obvious. Hence the relation of 
wage rates per unit of output to 
the price per unit of output in the 
investment industries, is partic- 
ularly important. If wage rates 
are determined by bargaining and 
the efficiency of production can- 
not be rapidly increased, it is im- 
portant that prices should adapt 
themselves to these conditions of 
cost. To have free wage move- 
ments and controlled prices is, I 
think, not in the long run com- 
patible with full employment, un- 
reg such an adaptation is permit- 
ed. 

Profits depend also on the vol- 
ume of business. For this reason, 
it is not only necessary that prices 
should bear some normal relation- 
ship to cost; it is also necessary 
that investment goods prices 
should bear some normal relation- 
ship to the purchasing power of 
the people who are to buy these 
investment goods or to buy the 
consumers’ goods which they help 
to produce. 

In the case of houses and many 
other things, it is the average in- 
come level of the consumers that 
is the source of the demand. So 
prices of investment goods must 
bear some sort of practicable rela- 
tion to the average income level. 

If the costs of new houses and 
their prices should go up, relative 
to the average income level, it is 
natural to expect a fall in the de- 











mand for new houses and a de- 
cline in investment..So it is high- 
ly important—lI personally think 
that this is perhaps the most im- 
portant relation of all, if I should 
mention any one before the others 
—that costs in the building in- 
dustry do not get out of line with 
the general income level. Monop- 
olistic price and wage policies in 
the investment industries like 
house-building may raise costs 
and reduce the volume of invest- 
ment in such a way as to curtail 
the total volume of employment. 

Some economists stress the fact 
that the volume of investment 
depends on the development of 
consumption. We all know about 
the acceleration principle: Invest- 
ment depends on the rate of 
change in consumption. Observe 
that with this attitude it is the 
rate of change in consumers’ in- 
come that is really the strategic 
factor. I agree, of course, that in- 
vestment in manufacturing in- 
dustries, for example, and every- 
where to some extent, is influ- 
enced by the rate of change of 
consumers’ incomes. But it seems 
to me to be almost inconceivable 
that the development of consum- 
ers’ incomes should vary in the 
very specific manner which would 
be necessary in order to make for 
a relatively stable volume of in- 
vestment. 


Importance of Construction and 
Public Improvements 


It is probably impossible to 
work on the rate of change of 
consumption as the factor which 
one can effect in order to make 
the whole s;stem relatively stable. 

Besides, the new investment in 
factories and machines, etc., for 
the consumers’ industries is cer- 
tainly not one-half of the total 
volume of investment in countries 
like the Western democracies. The 
investment in house-building and 
in the construction and expansion 
of cities is, in most cases, by far 
the largest item of investment, 
and more than fifty per cent of 
the total. So if the volume of in- 
vestment that is handled by, say, 
the municipalities in public build- 
ings, in new streets and in new 
city communications and so on, 
plus the volume of investment in 
house construction, which is reg- 
ulated in different ways in dif- 
ferent countries, under more or 
less public control, if that could 
be kept on a relatively stable ievel, 
and that is not quite so difficult, 
then it would form a nucleus of 
stability in the economic system. 
If we have that in order, then it 
will not be so difficult to keep the 
inevitable variations in some in- 
vestment lines within reasonable 
limits and so offset them by 
changes in others. 


Effect of Interest Rates 


So far, when analyzing costs, I 
only mentioned labor costs. But 
interest rates are, of course, also 
an important cost item, not in con- 
sumer goods industries, but in the 
investment trades, including house 
building. Therefore there is, a 
priori, an argument in favor of 
varying the interest level if we 
want to affect the volume of in- 
vestment. It may be difficult to 
do so in countries with a large 
government debt, as most coun- 
tries have now, because changes 
in the interest level do cause 
fluctuations in the capital values 
of long-term bonds and other 
things too, and that may affect the 
position of the banking system 
and the insurance companies. A 
considerable rise in the interest 
level would reduce the value of 
bonds so much as to make some 
banks that are otherwise quite 
stable somewhat shaky. It is 
therefore an important problem in 
some countries, where the banks 
own large quantities of bonds, 
whether one could construct a 
system whereby the market long- 
term rate in interest could be va- 
ried while the repercussions on 
the banks of these fluctuations in 
interest rates and capital values, 





could be prevented. If that could 
be done, then it would be easier 
to use a change in the interest 
level as a means of affecting the 
volume of investment. : 

Then perhaps interest policy 
might come into its own again 
after having almost disappeared 
for ten years, as evidenced by the 
fact that many people talk about 
a permanent tendency to oversav- 
ing and underinvestment, without 
mentioning the possibility that a 
much lower rate of interest could 
increase investment. 


Inventory Fluctuations 


A special sort of professional 
investment consists of commodity 
stocks. They may vary suddenly. 
As a mater of fact, they often do, 
because if consumers vary their 
demand, retailers are apt to re- 
duce their stocks. Therefore the 
retailers’ demand from producers 
or wholesalers will go down more 
rapidly than the consumers’ de- 
mand. 

I have come to the conclusion— 
a very tentative one—that one 
important reason why a small re- 
cession develops into a somewhat 
more serious recession is this re- 
action by professional buyers and 
their tendency to reduce their 
stocks when their own sales go 
down. Therefore, one important 
aspect of any anti-depression 
policy would seem to be to re- 
duce, if possible, capricious 
changes in inventories. 

This would be very difficult and 
to some extent impossible, but it 
is obvious that if the commodity 
price level is kept relatively 
stable, then retailers will not have 
so strong an inducement to vary 
their stocks as they otherwise 
would have. The risk of individual 
fluctuations in commodity prices 
would not be an incentive for 
retailers to vary their stocks so 
much as they have been doing in 
the last decades. 


Central Banking Controls 


In my opinion the development 
of the commodity price level in, 
let us say, the next decade or two, 
will depend chiefly on the devel- 
opment of wage rates relative to 
efficiency. I do not think that 
central banks will have much 
chance of influencing the devel- 
opment of the commodity price 
level, for what made central 
banks so powerful before 1914 
was the fact that they had the 
power to create depressions. The 
central bank could restrict credit 
and raise interest levels, reduce 
investment and cause unemploy- 
ment, if prices tended to rise; 
thereby it could even bring about 
some wage reductions. Anyway, 
it could prevent further wage in- 
creases for a certain period—a 
couple of years or so. But the 
whole idea behind the policy of 
maintaining a high level of em- 
ployment is that we should not 
have depressions and if we take 
away from the banking system 
the power to create depressions, 
then they cannot do very much. 
Therefore, if we want to maintain 
relatively stable commodity price 
levels, it would seem to be neces- 
sary to obtain in some other way 
a reasonably stable wage level, or 
wage levels that rise at about the 
same rate that productivity goes 
up. 

Stable Wages and Prices Most 

Favorable to Employment 

It is, in my opinion, not advis- 
able to reduce wage rates in a 
depression, except when certain 
wages are out of line with others. 
Perhaps one might also temporar- 
ily reduce wages to some extent in 
certain investment industries if it 
can be done quickly and once and 
for all. You could perhaps stimu- 
late building by cutting building 
wages quickly and once and for 
all, but I think it is a risky policy. 
If you have that system you set up 
expectations that when a reces- 
sion has begun, “wages will go 
down, and before they have done 
so, I'd better sit back and wait and 
not build.” That would intensify 





the depression. On the whole, 
therefore, I think that relatively 
stable wage levels will create the 
most favorable conditions for em- 
ployment. 

Should wage rates and whole- 
sale price levels vary quickly, the 
influence on all kinds of invest- 
ment will be considerable, and 
fluctuations in the volume of in- 
vestment will be inevitable, for 
people will expect higher or 
lower prices and they will in- 
crease or reduce their investment 
accordingly. Furthermore, con- 
sumers’ purchases would also be 
made more erratic, because con- 
sumers also would speculate in 
what will happen to prices next 
year or next month. } 

Now, if consumers reduce their 
purchases when prices are ex- 
pected to fall, and the professional 
investors do the same, that means 
that planned savings are increased 
by consumers at the very time 
when planned investment goes 
down. It is not very useful to 
have people try to increase saving 
at a time when investment falls. 
Then you get a lack of balance 
and you get a tendency towards 
the contraction of economic activ- 
ity, a recession. 

The impression one gains is 
that some government action to 
check the tendency to excesses in 
the construction trades at one 
time and stimulate it at other 
periods is almost certainly neces- 
sary,, because the influence of 
changes, say, in marriage rates 
and age composition of popula- 
tion, movement from one part to 
another and technological change 
and so on, will almost certainly 
be so considerable that unless 
there is some central interference, 
considerable fluctuations will be 
inevitable. 

It goes without saying, when we 
are talking here about the private 
professional investment, that it 
would be useful if business firms 
learned to plan some of their in- 
vestments of the more durable 
kind—I am not talking about in- 
ventories now—and if, in plan- 
ning this part of their investment, 
business firms could pay rela- 
tively little attention to the fact 
whether there will be a slight 
recession or not six or nine months 
hence. It is not at all certain that 
this would be a bad policy from 
their own point of view. 


I have actually met some busi- 
nessmen who say that they always 
plan to invest when business con- 
ditions are bad, because they think 
then they will be ready for better 
conditions two years hence. 


Private Investment by Consumers 


I turn now to the question of 
private investment by consumers. 

If the wage level were kept 
relatively stable and if monopoly 
prices were on the whole prohibi- 
ted by government regulations, 
then expectations of sudden price 
changes with regard to the dur- 
able consumer goods need not 
arise. And if serious unemploy- 
ment were not caused by other 
factors, then I suppose consumers 
would go on buying durable con- 
sumer goods at a relatively even 
rate. Consumers’ purchases of 
durable consumer goods are there- 
fore. it seems to me, rather a sec- 
ondary element in the process. It 
is true, of course, that there might 
be a _ reinvestment cycle with 
regard to the consumer goods, just 
as there is, for instance, with 
regard to ships in some countries. 
In one period people buy lots of 
ships and buy a lot of motor cars; 
and then, after seven or eight 
years, they have to renew this 
body of ships and cars. But so far 
I do not know that it has been 
proved that there is a very strong 
reinvestment cycle in durable 
consumer goods. There might be 
after this war, because the war 
did prevent people from buying 
durable consumer goods, and they 
will buy a lot of them during the 
first three or four years after the 
war. It may be that they will buy 
less during the next three years 
and then buy more again to re- 
place the former. That, however, 
remains to be seen. . 








To sum up, if consumers’ pur- 
chases of durable consumer goods 
should have a tendency to vary— 
a tendency to vary a great deal— 
I think one could change credit 
conditions. One might reduce the 
initial payments and lengthen the 
period of amortization when sell- 
ing on instalment. 

On the other hand, if the de- 
mand for consumer goods tends to 
expand too rapidly, one could in- 
crease the initial payment and re- 
duce the period of amortization. 

One can, of course, also use sub- 
sidies in depression to help people 
buy durable goods, like furniture, 
as I indicated in my review of the 
Swedish program. 


Public Investment 


The next type of investment is 
public investment. The least one 
should wish with regard to public 
investment is that it is kept on a 
relatively stable level. This has 
not beer: so with municipal invest- 
ment and with investment in gov- 
ermnent business’ enterprises. 
Therefore I think it is very im- 
portant that municipalities and 
government enterprises make 
long period programs for their in- 
vestments. They at least should be 
in a position to be able to do this, 
whether a slight recession appears 
or not. 

Secondly, everybody agrees that 
it would be natural to try to offset 
variations in private investment 
by increases or reductions in pub- 
lic investments, financed through 
borrowing. One difficulty is how 
one shall be able to reduce these 
public investments quickly enough 
when the recovery is well under 
way. It is hard, I think, usually, 
to convince the general public and 
the political assemblies that while 
you still have a_ considerable 
amount of unemployment, it is 
time to prepare for the cutting 
down of public investment. But 
if you do not start cutting it down 
then, and wait until there is al- 
ready full employment, then the 
public investment may do some 
harm in intensifying the boom. 

The aim of the public invest- 
ment policy should not be, as I 
indicated in the beginning of the 
lecture, only to offset changes in 
private investment, because the 
total aggregate volume of invest- 
ment should be adapted to changes 
in willingness to save, or, if you 
want to put it another way, to 
changes in consumers’ purchases 
for current consumption. It is quite 
possible—and this is a part of a 
problem that has been relatively 
little discussed in the literature— 
that when a boom has developed 
and lasted for some time, consum- 
ers tend to get more optimistic and 
therefore spend a larger part of 
their expected income for current 
consumption—in other words, save 
less. If that should happen, then 
it will be desirable to cut down the 
volume of investment in this sec- 
ond phase of the recovery. I think 
that it is quite likely that this has 
been the case in Sweden in 1946, 
when consumers seem to have 
started to consume relatively more 
than they did in 1945, and that it 
is actually one reason why it has 
been found necessary to cut down 
the volume of investment in 
Sweden in 1947. 

Unfortunately, there is very 
little statistical evidence of the 
changes in the willingness to save. 
You can see that people do not put 
sO much money in the savings 
bank as they used to, and that 
kind of thing; but that is only an 
indication and not a measure of 
the change. However, it should 
not be impossible to make selec- 
tive, detailed investigations and 
use Gallup Polls and such methods 
to find out something more about 
possible changes in the willing- 
ness to save. You can get to know 
that quickly enough to be useful 
for policy. 

It is obvious, though, that policy 
has, not necessarily to take the 
willingness to save as a given 
factor in the problem. One might, 
through policy, deliberately 
change the willingness to Save, 
because one part of it is the sav- 
ings or the negative savings done 
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by municipalities and govern- 
ments and so on, For instance, the 
state and the municipalities can 
have surpluses during booms and 
deficits during depressions. A 
tendency in this direction is nor- 
mal because of the attitude of 
finance ministers and the sticki- 
ness of public expenditure. You 
often get a surplus on current ac- 
count in a boom because the Min- 
ister of Finance has been cautious 
and a deficit in a depression be- 
cause he was not _ pessimistic 
enough. But it would seem to be 
quite natural to use a deliberate 
policy to have a relatively large 
surplus in booms and relatively 
large deficits in depressions. That 
is the policy of a cyclical balanc- 
ing of the budget, or rather the 
cyclical balancing of the budget 
is one example of such a policy. 
From this point of view, one 
reaches the conclusion that the 
state finances, for instance, should 
have a surplus when it is con- 
sidered desirable to exercise re- 
strictive influence on the economy 
as a whole, but not for any other 
reason, not because you think you 
should reduce the government 
debt. Unless, while you decide to 
reduce the government debt, you 
also deside to invest what you 
save in some new enterprise or 
investment. 


Deficit and Surpluses 


It is not at all certain that one 
will get a balancing of the budget 
in the long run. It depends on 
how one chooses the volume of 
employment at which the budget 
is balanced. If we choose a rel- 
atively high level, the surpluses 
would be somewhat smaller than 
the deficits in the depressed con- 
ditions. 

One could, if one wanted a 
policy of this type, increase tax 
rates or introduce new taxes in 
booms and reduce taxes in de- 
pressions. I did suggest, in 1931, as 
a quick way of increasing expendi- 
ture, that the Swedish Govern- 
ment should not ask people to pay 
the amount on the tax forms but 
should allow everybody to collect 
that amount of money from the 
treasury. But somehow people 
did not take this very excellent 
proposal seriously. 

Anyhow, the suggestion of low- 
ering taxes in depressions and in- 
creasing them in booms should 
not be excluded, especially to re- 
duce tax rates for the poorer 
#roups in society during a depres- 
sion would seem to be quite na- 
tural if we once got rid of the idea 
that we must balance the budget 
over this very artificial astronom- 
ical period of twelve months. I 
do not mean that it is artificial. 
from an astronomical point of 
view, but from an economic point 
of view. 

Unemployment insurance sys- 
tems with fixed payments have a 
tendency in the right direction, 
because money is piled up during 
good times when unemployment 
is low, and money is taken out of 
the fund when employment is low. 
This, of course, would be even 
more so, if, as has been suggested, 
you should raise the contributions 
in good times and reduce them in 
depressions. But policies of this 
sort can only mitigate fluctuations 
which are nevertheless relatively 
serious. 

This will not always exercise a 
dampening influence, but may, on 
the contrary, strengthen the re- 
cession tendencies. The degree of 
employment which is the average 
Gne and on which unemployment 
contributions are based—e.g. 90% 
employment—may be quite an 
unsatisfactory state. But the so- 
cial policy workers have found it 
mecéssary owing to past experi- 
ence to make the assumption that 
an average of 90% employment is 
what they can count on. 

The volume of employment is| 
usually well above that level 
when a recession tendency starts. 
If you have an employment level 
of 96% and a recession starts, you 
still go on pumping money into 
the unemployment _ insurarice| 
fund, while the employment goes | 
down from 96 to 94 and 92; and| 





only when you get below 90 do 
you get the benefit of taking cer- 
tain amounts net out of the fund. 
So unless we can base the unem- 
ployment insurance contributions 
on the assumption that we are 
going to succeed in having a very 
high level of employment this 
policy does not contribute to the 
desired stability of employment 


tend to weaken the forces that 
make for a very serious unem- 
ployment but that is about all. 


Consumption vs. Savings " 


Many economists stress. the 
fact that consumers’ demand and 
consumers’ expenditure are more 
stable than the investment ex- 
penditure. They, therefore, draw 


try to increase consumption and | fluctuations in a country where 
reduce saving and investment. people save and invest very lit- 
That would make for a_ more \tle, because purchases for cur- 
stable economic system. For in-'rent consumption are relatively 
stance, one might make the dis- stable. But whether one wants 
tribution of income more equal /{this development with a relative- 
That would reduce saving and in- | ly slow rate of expansion, as you 
crease consumption. I think it is | would then have, or if one pre- 


true, that you will get somewhat/fers the risks of a somewhat 








on a relatively high level. It does| the conclusion that one should 


weaker tendencies to economic 


(Continued on page 1400) 
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HIGHLIGHTS OF 1946 OPERATIONS 


Celanese Corporation of America 


AND DOMESTIC SUBSIDIARY “OMPANIES 





Volume of Business Sales of 
Celanese* products—chemicals, textiles, plas- 
tics—-were the highest in the Corporation’s — 
history, totaling $135,202,211, compared with 
$104,197,237 in 1945. The increase came prin- 
cipally through additional production achieved ~— 
through new and improved equipment and 

—- and from mi oe acquired through the merger with 

ubize Rayon Corporation early in February, 1946, 





wlll 


Earnings Consolidated net income also set a new high 
record—$16,059,416, compared with $7,613,489 for 1945. The 
earnings for 1946 were equivalent to $2.36 per share on 
5,514,107 common shares outstanding at the year-end. On a 
comparable basis for the shares outstanding at the end of 1945, 
after adjustment for the common stock split in 1946 of 24% 
shares to |, the earnings per share for 1945 were $1.13. 


Dividends The 29,200 preferred and common stock- 
holders received a total of $7,988,685 in dividends during 1946, 
the largest amount in the Company’s history. Earnings re- 
tained in the business will help to finance the expansion pro- 
gram now under way. The amount paid in dividends to holders 
of common stock during 1946 amounted to $2.25 per share 
before giving effect to the common stock split. This amount 
includes the dividend of 25¢ per share declared for the fourth 
quarter on the common pcl 4 following the split of the com- 
mon stock of 2% shares for 1. 


Working Capital Additional working capital in 
connection with the expansion program was provided by the 
private sale to ten insurance companies of $25,000,000 twenty - 
year 2.85° debentures, due December 1, 1966. Working 
capital at the end of 1946 amounted to $84,763,326, compared 


- 





——— 





with $59,736,169 at the end of 1945. Current 
assets showed a ratio of 11 to 1 over current 
liabilities. 


Research Continuing its policy of inten- 
sive research, Celanese expended in 1946 

2,284,571. ‘The two research fields in which 
the Company specializes—cellulosic chemistry and petroleum 
chemistry — offer broad opportunities for future achievement, 


Expansion Additions to plant for 1946 totalled 
$20,476,451. The major items of expenditures included com- 

letion of additional units of the chemical plant near Bishop, 
Danies construction on plant facilities at Narrows, Va., 
Belvidere, N. J., and Bridgewater, Va., and additional facilities 
at Cumberland, Md., and Newark, N. J. The Company’s long- 
range program of expansion includes construction of a new 
cellulose acetate filament yarn plant at Rock Hill, S. C., on 
which work has already been started. With demand for the 
Company’s products considerably in excess of supply, in- 
creased cenligntiinn is essential to meet the requirements of 
industry and will be progressively obtained through plant 
changes and construction now in progress, 








Employees An average of 20,982 
men and women were in the employ of 
the Corporation and its subsidiaries 
during 1946. Total wages and sal- 
aries paid in 1946 amounted to 
$51,399,065 compared with/| 
$38,183,945 for 1945. 


Celanese operations for 1946 are 
reviewed in the annual report 
which has just been sallidhel. 
A copy will be sent on request. 
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Condensed Consolidated Balance Sheet, 
December 31, 1946 


ASSETS 
Current Assets: 
Cash with Banke and on Hand........................ $42,923,527.82 
U. S. Government Obligations (quoted market value 
OR er ee res eee . 5 25,559,713.45 


10,418,977.09 
421,809.80 


Trade Accounts Receivable, less reserves. . . . ; 

Other Accounts and Advances and Interest Receivable . 

Inventories (Raw Materials, Work in Process, Finished 
Goods and Supplies)—at cost or less, not in excess of 


PRR? Sc. 6 seca ek ied Ck RE Ree OR ‘heurine «ee 13,744,965.98 

i | SS eee 93,068,994. 14 
Investments——at cost (including foreign subsidiaries 

OS DUA ED Fiiria’s «oka ns PLE GR oe Cee De vides eebas 4,544,328.97 


Land, Buildings, Machinery and Equip- 
ment, Plant under construction and 


mechanical and other supplies— at cost $138,717,642.05 
Less Reserves for Depreciation and 
Amortization......... OR te Cae 53.061,869.46 5,655,772.59 
Prepaid Expenses and Deferred Charges. ... . . FORCE 6,159,290.37 
Federal Vax Claims... . ; ; wy : 2,484,753.16 
Notes and Accounts Receivable Deferred, less reserve... ... 32,195.94 
ee bs! ee Se ee ree ere Pere 1.00 


$191 945,336.17 





LIABILITIES 





Current Liabilities: 
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Condensed Consolidated Statement of Profit and Loss 
for the Year ended December 31, 1946 


8” RAP ers PLT ee Pre rere rey re bP ee em ee $135,202,211.62 
WIG Oe CR IOUS, x. conan’ cmaetedsd at st comabiecnstwes ~~ 88,889,957.34 
Depreciation ; aaa ee Sbhale Pemba aes 4 he 5,913,781.86 
Selling, General and Administrative Expenses............. 12,061, 311.14 
“T06,865,050.34 

Peet areas THN .. < ad iis cep whee cues ta bes 28,337, 161.28 


728,681.12 
29,005,842.40 

Income Deductions (including interest on debentures 
S1217.206.49) 2... cue RRP PE | ete 1,429,425.93 
Net Income before Federal ‘Taxes on Income. ...... 27,636.416.47 
Federal ‘Vaxes on Income. . ae 11,577,000.00 
Mus Income foe Wemesé so doackad dics \sacend dh dees $16,059.416.47 
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Statement of Earned Surplus 
for the Year ended December 31, 1946 


Earned Surplus at Beginning of Year.................. . $ 16,066,123.65 

Earned Surplus of Tubize Rayon Corporation as of date of 
merger, February 8, 1946............ Pe CL te 5,348,732.88 
Mot Shonhe Gor FONE 60s. \ he ae a 44 a a oo CEN aes ks 16,059,416.47 
37,474,273.00 








Trade and Other Accounts Payable. ................... ¢ Moat Deduct Cash Dividends: 
— iabiliti 3,737,363. Sk ead : ey a 
Accruc ; pe pa : : x seegcesescecsceeecesseeeens s sae soi a3 Crectennees Grand 3: , <5 cutee $4,956,341.26 i 
eee Ee Es 6 6 oc been ae anedeenciesces 05,007. Of Ban a 4 : an One 
3% Debentures em Crees Bs. bos ..us 0 + 8 gees bere oe 40,000,000.00 _ ye , ey vee Mg ood mae eer peee 
2.85 % Debentures due December 1, 1966.............-.. 25,000,000.00 irst eee tock, -§2 SCTIOS - _ 
/ - 19 p are es 6 aa 995, a 7 085. 
Ren he : 4,407,820.85 $4 per share 1,995,091.21 7,988,685.47 
SPOOR. ccc heb OC ROK OOH OE OMOED SHEE CECE Geo gece fsodertes 9 Ow hs 
Capital Stock: Earned Surplus at December 31, 1946............... -. $29,485,587.53 
Authorized: ‘ = 
First Preferred—500,000 shares, without par value. - . i j , 
7% Second Preferred-—148,179 shares, par value $100.00 Statement of Capital Surplus ‘ 
yer share. » Va . . ~_ ¢ I 
Pn adhe 7,500,000 shares without par value. for the Year ended December 31, 1946 p 
suse = wey Cisiiite. Capital Surplus at December 31, 1945. .................. $ 22,332,693.59 
es er a aa ‘pale 420 000 Add— Capital Surplus of Tubize Rayon Corporation as of 
pte — ie nd ¥ a1 % $40,425,000.00 date of merger, February 8, 1946. ............. 4,869,330.58 
19 Second Preferred—148,179 shares Ps Capital Surplus arising from exchange of 702,856 
‘pat value $100.00 per share. . . 14,817,900.00 shares of Tubize Rayon Corporation Common Stock 
Common— 5,514,107 4% shares without for 468,571 shares of Celanese Corporation of 
par value. .....00--+se08: ae 2,205,643.00 57,448,543.00 America Common Stock on February 8, 1946... . . 234,285.28 
; ages 7 27,436,309.45 
Ce: eres © Be eee 27.297.716.97 Less — Expenses in connection with merger of Tubize Rayon 
Sarned (since December 31, 1931)..... 29,485.587.53  56,783,304.50 Corporation into Celanese Corporation of America. . j 138,592.48 
iy =e. $191.915.336.17 Capital Surplus at December 31, 1946................... $27 ,297.716.97 
The foregoing balance sheet and statements are condensed from, and should be read in conjunction with, the financial statements and notes thereto appearing in the annual report, 
dated Februar) 19, 1947 to stockholders of Celanese Corporation of America, u hich contains the certificate of Peat, Marwick, Mitchell & Co., Independent Public Accountants, A 
copy of the report to sto kholders may be had upon application to the Corporation. The balance sheet, statements, and report do not constitute an offer, solicitation of offer, represen+ ¢ 
" ° tation, notice, adveriisement, or any jorm of a prospectus in respect uf any see urity of Celanese Corporation of America. 
Executive and Main Sales Offices: 180 MADISON AVENUE, New York 16, N. Y¥.——— “4s 
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Zreater fluctuation in employ- 
ment, that is of course a subjec- 
tive matter about which scientists 
can say nothing. It is for the pol- 
iticians, or rather for the people, 
to decide whether one thing is 
desirable or not. 


In my opinion there are many 

good reasons for wanting a more 
equal distribution of income, It 
could be brought about, for in- 
stance, by improvement in the 
education of the children from the 
poorer groups. But I cannot re- 
gard the greater instability of em- 
ployment in a rapidly progressive 
society as a weighty argument for 
measures to reduce the rate of 
Progress by means of bringing 
about a more even distribution of 
income. I should rather say that 
the fact that é¢émployment stabil- 
ization is somewhat more difficult 
fin a rapidly progressing society 
should be a challenge to econo- 
mists and politicians to work out 
the policy that will nevertheless 
maintain a reasonable degree of 
stability. 
I shall not go into the question 
of the influence of wage policy 
n corporate savings, which in the 
future probably will be an im- 
portant problem. Neither shall I 
diiscuss the obvious importance of 
a high geographical mobility of 
Jabor and adaptability of labor to 
different tasks, willingness to 
learn new trades and so on. Let 
me, however, stress in passing the 
fact that there is a certain dan- 
ger if you do get structural and 
local islands of unemployment. 
and if you do not get sufficient 
labor mobility, that governments 
will start public works, as a sub- 
stitute for labor transfers. That, 
of course, would mean an eco- 
momic loss. 


Time does not permit me to dis- 
«uss such questions as the impor- 
tance of overtime to prevent mal- 
adjustments, or the question of 
seasonal unemployment, which is 
very important—extremely im- 
portant in certain countries. 


International Aspects of 
Unemployment 


I shall turn instead to some re- 
marks about the international as- 
pects of the problem of unem- 
ployment stabilization. Of course, 
I can only touch upon a very few 
aspects, because almost every- 
thing in international policy has 
a repercussion on national income 
and employment, so almost every- 
thing could be included. 


One way to increase invest- 
ment and maintain employment is 
to give credit to foreign countries, 
i.e. make investment abroad. 
Rich countries might, when they 
see a recession coming, grant 
credits to foreign countries. Un- 
fortunately, the position of debt- 
#r countries is likely not to be 
quite satisfactory when a depres- 
sion in the creditor countries has 
begun to reduce the latter’s pur- 
chases of the former’s products. 
Many of the borrowing coun- 
tries do not have a very stable 
economic situation anyhow, and it 
is apt to be weakened if a depres- 
sion should start in_a creditor 
country. Furthermore, in the 
world as it looks today, political 
Wisks are obviously considerable. 
Hence it is impossible to say what 
hhope for a policy of speeding up 
<apital investments abroad one 
an have. Chances would be in- 
creased if one of two things 
should happen: Either one can 
«create an international organiza- 
tion and the suitable institutions 
to take care of this problem. It 
may b6, possible if the Interna- 
tional Bank got this task, and if 
everybody wanted to collaborate 
in this policy, or, if we could get 
@ great improvement in the in- 
ternational political situation. 
Then I think even without very 
much organization a leading pol- 


icy of the desired kind might en- 
sue, 


~~ wu — 





“One World” Prosperity 
Not Essential 


It is sometimes said, as. one 
argument in favor of the policy 
of placing capital abroad, that 
one country cannot be prosper- 
ous if all countries are not pros- 
perous—we are all part of one 
world, and so on. I personally do 
not believe that at all. I think 
we can be very prosperous in 
three-fourths of the world even 
if the fourth part is poor, as long 
as we have had time to adapt our- 
selves to this situation of having 
relatively little trade with that 
fourth part of the world. If that 
were not so, I do not see how we 
could ever have been prosperous, 
as China, for example, has been 
poor forever. There are many 
good reasons for an international 
social policy and we do- not need 
to advance weak arguments in 
favor of it. It is not true either 
that wage standards have to be 
reasonable everywhere in order to 
make prosperity possible any- 
where; nor is it true that it is de- 
sirable from the point of view of 
a high national income every- 
where that wage standards should 
be the same everywhere. But it 
is true that if investment in back- 
ward countries, or in countries 
with relatively scanty capital sup- 
ply, could be planned in advance 
and speeded up in depression peri- 
ods, that might help both the bor- 
rowing countries and the lending 
countries, partly because sudden 
fluctuations in some parts of the 
world—rich or poor—tend to have 
an unfavorable influence every- 
where. 

If governments take a part of 
the risk for certain types of cap- 
ital exports, for instance, through 
the use of a credit insurance sys- 
tem, then it would not be out of 
the question to make conditions 
more favorable to business when 
the recession tendencies have 
started. But here, as elsewhere, it 
is very difficult for governments 
to be quick enough. The effect 
may be to stimulate export and 
credit when the recovery has al- 
ready come. . 

If capital movements will prob- 
ably not play a large role in help- 
ing to find suitable fields for in- 
vestment, at least it should not be 
asking too much if one hopes that 
they will not develop in so ca- 
pricious a manner as to make 
economic policy in general very 
difficult. What happened in 1930- 
1931, when erratic capital move- 
ments were one of the most im- 
portant causes of the internation- 
al depression, would seem to be 
possible to prevent. The new 
international institutions can no 
doubt lend a valuable assistance 
in this respect. 

Let me turn to another aspect 
of this international problem of 
employment stabilization. Many 
countries have to choose between 
a high level of employment plus 
import restrictions and a some- 
what lower level of employment 
plus freer international trade. If 
they want to maintain the former 
in a situation when some large 
countries do not. maintain full 
employment, that will be the 
choice. For instance, if we should 
have a real depression in the 
United States, it would be true 
of almost the entire rest of the 
world that we would all have to 
choose between either accepting 
a reduction in our volume of:.em- 
ployment or use import restric- 
tions. Otherwise our balance of 
payments would turn in a nega- 
tive direction at a time when we 
could not sell to the United States, 
but when it is easier to get goods 
delivered from the United States. 


Stability of Foreign Exchange 

The stability of the foreign ex- 
change rates assumes that they 
are adapted not only to relative 
cost and price levels, which is 
conventional—as stated in all the 
textbooks — but adapted also to 
the relative degrees of employ- 
ment, the relative intensity of 





Conditions of Employment Stabilization 


employment in the different coun- 
tries. Or perhaps one should say 
that the foreign exchange rates, if 
they should be maintained with- 
out use of artificial trade restric- 
tions, must be adapted also to the 
per cent which the actual nation- 
al income in each country has to 
its full employment national in- 
come. The higher the percentage 
of employment and national in- 
come a country wants to main- 
tain when others have a rela- 
tively lower volume, the lower 
must be the external value of its 
currency to prevent imports from 
being too large and exports too 
small. For otherwise a country 
with a relatively low volume of 
employment gets export. sur- 
pluses, and one with a relatively 
high level of employment will get 
an import surplus assuming that 
the foreign exchange rates have 
been adapted to the relative cost 
levels. 

To be sure, if all countries had 
large reserves of foreign ex- 
change, it would be useful if 
every country were willing to ac- 
cept, the one, an increase, and 
the other a reduction in foreign 
exchange reserves. But if a 
country wants a relatively. high 
volume of employment without 
trade restrictions and yet does not 
want to or cannot afford to lose 
gold or foreign exchange, then it 
must keep the value of its cur- 
rency on a relatively low level. 
This means that the import and 
export prices will be relatively 
high compared with home mar- 
ket goods in that country. 
If it is a small country, it will 
then be very difficult to pre- 
vent a rise in the wage and price 
levels; if we consider what would 
happen in Iceland, for instance, 
that is obvious. Unless wage 
levels are controlled by the gov- 
ernment or some other kind of 
control, it would be almost im- 
possible to prevent inflation in 
such a country. Hence it would 
not be feasible to keep a relative- 
ly high degree of employment, if 
you do not want either inflation 
or trade restrictions. To some ex- 
tent, that will be true of many 
countries, although not to the 
same extent as for the small na- 
tions. 


Obligations on Financially 
Strong Countries 
The connections I have now 
touched upon, which are of course 
well known, seem to impose a 
special obligation on financially 
strong countries. Should they not 
succeed in maintaining a rela- 
tively high level of employment, 
it will be very difficult for the 
others to do so, and there will be 
a temptation for the others to in- 
troduce import restrictions. 
Should the financially strong 
countries use a recession as a rea- 
son for putting on import restric- 
tions, then other countries will be 
forced to follow suit. Countries 
with large gold and foreign ex- 
change reserves or very large 
countries with a relatively sticky 
wage level and a low external 
value of currency may for any 
length of time maintain a con- 
siderably higher level of employ- 
ment than the rest of the world or 
the part of the world with which 
they trade most. 


If a policy to maintain employ- 
ment is accepted in a country, it 
is more than likely that they 
would use import restrictions dur- 
ing a period of international re- 
cession, for in the short run this 
would increase their national in- 
come, It is not certain that it 
would increase their income in 
the long run, but in the short 
run it is better to keep people 
employed even if productivity is 
somewhat reduced through import 
restrictions. 


Hence it is obviously desirable 
that all countries should fall in 
line with the policy of maintain- 
ing a high level of employment, 
and that should in itself have a 
stabilizing influence, for instance, 





on world market prices for raw 
materials. 

It would seem to be desirable, 
however, that world market price 
fluctuations are mitigated through 
some sort of organized action. If 
international credit transactions 
could become a stabilizing factor 
and not a disturbing one through 
sudden and violent movements of 
short-term funds, that should help 
also. I shall not say anything at 
all about this latter question—the 
question of an international fund 
and an international monetary 
bank. It is too large a problem. 
Before I finish, I shall only add a 
few words .about the policy of 
mitigating price fluctuations in 
the world market through a buf- 
fer stock policy. 


Raw Materials Fluctuations 

It is well known that raw mate- 
rial prices usually fluctuate more 
than prices of finished goods. Pro- 
ducers tend to make “vicious” al- 
terations in their stocks which 
strengthen the price fluctuations 
for the primary commodities and 
exercise a disturbing influence 
on the whole economy. Such price 
fluctuations particularly disturb 
the economic position of raw ma- 
terial exporting countries. A large 
part of international trade of the 
world is in raw materials. There- 
fore, it is very important that raw 
material prices be kept, not stable, 
but at least fluctuating less than 
our experience has been in the 
last decades. 


“Buffer Stock” Policy 

A depression in’ the United 
States leads to a large drop in the 
world demand for raw materials, 
because the United States uses 
sucha large part of the world’s 
raw materials. Therefore a de- 
pression in the United States 
alone can cause a fall in world 
market prices for important raw 
materials. This may setup general 
expectations of price falls and may 
help to spread the depression to 
other countries. Stable wage lev- 
els can perhaps bring about a 
relative stability in the prices of 
finished goods, but it will not 
eliminate, although it will prob- 
ably reduce, the fluctuations in 
raw material prices. For that rea- 
son, I am inclined to agree with 
those who think that the “buffer 
stock” policy with regard to in- 
ternational raw materials is one of 
the most important parts of a poli- 
cy of employment stabilization. 


This opinion has recently been 
expressed by so many people and 
institutions—the Committee on 
Foreign and Economic Relations 
of the Twentieth Century Fund, 
the League of Nations Committee 
on Economic Fluctuations, and 
others. It seems that production 
controls and export quotas tend 
to subsidize high cost production, 
and therefore it is.probably not 
advisable to use direct production 
controls and export quotas as a 
means of stabilizing raw material 
prices. We know what happened 
to the price of rubber in the 
1920’s—about 1925 or 1926. It does 
not invite us to try that policy 
again. It is better to have an in- 
ternational buffer stock agency 
which can buy and ‘store and sell 
the store in such a way as to 
mitigate price fluctuations. 


- The League Committee has sug- 
gested that this buffer. stock 
agency should buy a certain raw 
material at a certain declared 
minimum price, a price which is 
declared in advance, and should 
also undertake to. sell that com- 
modity at a certain declared max- 
imum price. Then trade would 
know that the fluctuations will be 
kept within those limits. I am 
somewhat uncertain whether so 
simple a formula would be suffi- 
cient, but time does not permit 
me to go into this further. 


One condition of a_ successful 
policy is, of course, that we have 
more statistics about commodity 
stocks in all countries, or most 
countries. There is no special rea- 
son why the raw material stocks 
in the world should vary to a 
very large extent with the busi- 
ness cycle. So if the producers and 











middlemen insist on reducing or 
increasing their stocks with the 
business cycle, there is need for 
an international agency that wil} 
do the reverse. The stocks wil} 
obviously have to vary with the 
vagaries of output, e.g. under the 
influence of climate, but that is 
another matter, although that is 
one reason why the whole thing 
would be extremely difficult to 
carry out. I think it would be 
worth trying, nevertheless. 


The Business Cycle Theory 

I shall only raise one more 
question, one which has been 
bothering me a great deal in the 
last few years. I have asked my- 
self what has become of business 
cycle theory when we discuss 
stabilization? Was business cycle 
theory just a superfluous pastime? 
When we analyze stabilization, we 
seem just to forget about it. One 
can perhaps divide business cycle 
theory into two parts: The theory 
of the processes of expansion and 
contraction, and the theory of the 
“inevitable turns’—the inevitable 
maxima and minima in the in- 
come and production curve. 


The theory of expansion and 
contraction, is, I think, used in 
laying a foundation for any kind 
of stabilization policy, but what 
about the theory of the inevitable 
turns? If we do adapt invest- 
ment in private industry or pub- 
lic enterprise on the basis of long- 
run expectations, and if we do 
adapt it in “non-economical” en- 
terprises, e.g. ordinary public 
works, in such a way, that the 
principle of acceleration does not 
lead to large fluctuations, then 
it need not differ from the teach- 
ings of business cycle theory to 
say that the points at which the 
curves turn in a new direction 
may be controlled. One can, how- 
ever, draw one conclusion from 
what business cycle theory has 
taught us. It will not be suffi- 
cient to keep relatively stable 
wage conditions, relatively stable 
levels and to have a great adap- 
tability of the system as _ such. 
There is an inherent instability in 
the system, and therefore a de- 
liberate policy on the part of gov- 
ernments, municipalities, business 
organizations, and trade unions 
may be necessary to offset these 
inevitable tendencies of the cycli- 
cal type. 


Special attention has, of course, 
to be given to the question of how 
to avoid over-full employment or 
an inflationary boom, but I shall 
not go into that, now. I dealt with 
a part of it in my first lecture. 


International Cooperation 


. Finally, it seems that we need 
more knowledge, more and more 
accurate data that are made avail- 
able early enough. We also need 
international and ‘of course also 
national machinery to handle 
these problems. It is important 
that some of the best people should 
be delegated for this work of in- 
ternational collaboration. But I do 
not think that the policy will suc- 
ceed unless we can educate pub- 
lic opinion, so that it will be pos- 
sible for governments to back up 
the recommendations that are 
made by experts. The Economic 
Report of the-President last month 
in this country, and the British 


White Paper of 1935 on employ- : 


ment policy are excellent speci- 
mens of the kind of information 
that I think is of the greatest im- 
portance for this latter purpose. 
The numerous penetrating studies 
based on factual material that.ap- 
pear in this country provide a 
basis both for analysis and for 
such a policy of education and 
information, which is as neees- 
sary as any other part of an ianti- 
depression policy 
sueceed in maintaining a reason- 
ably stable employment—and by 
a reasonably stable employment, 


if we are to: 


I mean one in which we can avoid ° 


serious depressions of the 1930-to- 
34 type, and have to suffer no 
worse depressions than, for in- 
stance, that of 1938. If this-could 
be done, it would indeed be no 
mean achievement. 
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Ted Plumridge, J. Arthur Warner & Co.; Ray Kenny, C. E. de Willers & Co. 























Stanley Roggenburg, Roggenburg & Co.; C. D. Runyan, Trust Co. of North Amer- 
ica; Alfred L. Powell, C. E. de Willers & Co.; Duke Hunter, Hunter & Co. 


Melville S. Wien, M. S. Wien & Co.: Samuel King, King & King Securities Corp.; 
Dick Montanye, Laurence M. Marks & Co.; Graham Walker, National Quotation 
Bureau. 
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Postwar Prospects in Latin American Market 


(Continued from page 1376) 
the price level for the postwar 
dollar volume of United States 
exports to Latin America inas- 
much as the price decrease of 
goods traded will be compensated, 
at the least, by a greater physical 
levei of importation by Latin 
America than took place in war- 
time. During the war the dollar 
level of total Latin American im- 
ports remained very close to the 
immediately preceding level of 
roughly $1.4 billion because 
stringencies in goods and ship- 
ping forced a physical shrinkage 
in imports. 


Imports from Eastern Hemishpere 
to Be Revised 

That countries outside the 
Western Hemisphere must regain 
something of their prewar sales to 
Latin America is inevitable, for 
there are products required by 
Latin America which the United 
States is not in a position to sup- 
ply, being a non-producer or not 
producing sufficient for export 
purposes. This is one factor oper- 
ating against the likehood that the 
United States will retain its war- 
time percentage importance as a 
supplier of Latin American im- 
ports. On the other hand, other 
nations cannot at will, even 
though their physical production 
capacity and internal needs per- 
mit, pour into Latin America a 
prewar volume of those goods 
which the United States also is in 
a position to supply. 

Assuming for the moment that 
European suppliers can regain 
their former percentage shares of 
trade with Latin America, this 
does not necessarily signify that 
United States exports to. Latin 
America, measured in physical 
terms, will drop to their prewar 
level. What will be of moment is 
the total of Latin American im- 
ports. And of course this total is 
governed by a complex of factors, 
which are impossible to rank in 
order of importance, 


Dependence on Exports 


One determinant is the general 
world level of economic activity. 
Latin America is more than usual- 
ly dependent upon exports as 
means of obtaining necessary im- 
ports, lacking the source of for- 
eign exchange that other areas 
possess in the form of equity and 
portfolio investments and reserves 
of precious metal. Furthermore, 
Latin America is constantly press- 
ed to meet payments on its bor- 
rowings and to return dividends 
to investors, so that a _ sizable 
portion of the foreign exchange 
acquired through the export of 
merchandise or precious metals is 
tapped off in this wise. Thus the 
dependence upon a_ substantial 
volume of exports in order to ob- 
tain required imports becomes all 
the greater. Accordingly, world 
economic conditions are to be 
taken as a gauge of demand for 

tin American products and 
therefore of Latin American abil- 
ity to import. 

We have mentioned that Latin 

merica finds a current source 
of foreign exchange through the 
Sale of precious metals, namely 
Eold and silver.2 An increase in 
domestic production of these met- 
als would be a significant factor 
in Latin America’s general ability 
to import, for gold and silver can 
under most circumstances be 
Teadily translated into purchasing 
power, and at more or less stable 
rates. over’ moderate periods of 
time. It is possible that progress 
in mining methods, discoveries of 
new deposits, improved access to 
Peet deposits, and the importa- 
lon of capital will bring about 
£reater production. While the ex- 
chazion ratio between gold and 
eading world currencies (assum- 
ee 


2 During 1936-38 the Latin re- 
Publics’ gold and silver exports 
respectively averaged $83.5 mil- 
1on and $37.2 million, a total value 
equivalent to about 7% of their 


ing gold continues to be a com- 
mon denominator among curren- 
cies) is a determining factor. past 
experience indicates that forced 
currency appreciation is consider- 
ably less likely than depreciation 
which of course would increase 
the buying power of gold and the 
amount mined. 
Unequal Distribution of Gold 
and Silver Production 
_The importance of gold and 
silver production as a source of 
foreign exchange to Latin Amer- 
ica 1s tempered by the unequal 
manner in which production is 
distributed. Mexico far outstrips 
all others, having in 1939 account- 
ed for over 30% of Latin Amer- 
ican gold production and nearly 
70% of silver production. A coun- 
try such as Argentina, with 13.5 
million population, prduces less 
gold and silver than Honduras 
with 1.1 million. Brazil, with a 
population thrice that of Argen- 
tina, ranks but forth in gold pro- 
duction and last among silver 
producers of significance. While 
Bolivia and Venezuela have about 
equal populations (3.5 million), 
the gold production of the latter 
is nineteen times that of the 
former, 


Secular Economic Changes 


Latin America’s total import 
demand will reflect secular econ- 
omic changes which it experiences. 
It may be taken that industrializa- 
tion, which has been progressing 
at varying rates of speed in the 
Latin republics, signifies larger 
national incomes and greater gen- 
eral demand for foreign goods, 
even though certain foreign goods 
may be displaced by the process of 
industrialization. Specific goods 
which are displaced will be more 
than replaced by greater demands 
for capital machinery, semi-fin- 
ished goods, and consumer goods 
in general—some of which were 
already imported and others not 
formerly imported. 

Enlarged Latin American de- 
mand for foreign goods may also 
result from a lowering of its trade 
barriers. Such a course need not 
necessarily depend upon like ac- 
tion on a worldwide scale. In 
great part Latin American tariff 
barriers have been imposed not 
so much for protective purposes 
as to raise revenue through cus- 
toms duties. It is to be expected 
that vitalization of domestic econ- 
omies and improved organizations 
for levying taxes will reduce the 
revenue motive as an obstacle to 
elimination of Latin American 
tariff barriers. Furthermore, the 
increased value of trade coming 
in at lower tariff rates would pro- 
duce a customs revenue approach- 
ing that formerly enjoyed, 


Imports from U. S. 


Given the schedule of total 
Latin American demand for im- 
ports, the portion supplied by the 
United States will depend upon 
several factors: (1) United States 
skill in merchandising and promo- 
tion; (2) satisfaction of Latin 
American importers and dealers 
with their «wartime experience in 
purchasing United States goods; 
(3) tactics employed by other na- 
tions to reacquire their prewar 
market positions; (4) Latin 
American tariff reductions, ex- 
change practices, and quota in- 
creases particularly favorable to 
the United States; (5) commercial 
cooperation between the United 
States and Latin America; (6) po- 
litical and military considerations. 


Merchandising and Promotion 


Adequate merchandising and 
premotion techniques have in the 
past proved able to influence con- 
sumer tastes and the choices of 
wholesalers, middlemen, and re- 
tailers. On the reverse side of the 
coin and equally important are 
measures to apprise producers of 


the wants of the market and to 
help them cater adequately to 





merchandise export average. 


these wants. 





To keep wartime gains in the 
Latin American market, United 
States concerns have increasingly 
taken to advertising in Latin 
American media of communica- 
tion. In late 1943 an American 
businessman reported that ““Many 
leading American firms are taking 
advantage of this opportunity to 
entrench themselves firmly in the 
minds of the people of Latin 
America by institutional adver- 
tising.’’S 

Studious and persevering mer- 
chandising attempts will help pro- 
mote commerce between the 
United States and Latin America, 
Not only aggressive salesmanship 
is necessary but also consideration 
of Latin consuming habits and 
ways of commerce, as well as 
price lines that are most apt to go 
over, It is often better to pay at- 
tention to the special desires of 
various markets than to attempt 
to froce fixed types of merchan- 
dise upon them. At the same time 
there is usually room for reedu- 
cating the consumer to goods that 
are pleasingly different, that offer 
a specific advantage, or that rep- 
resent an all-around improve- 
ment. 


Wartime Experience With United 
States Goods 


The opportunity which the war 
afforded United States exporters 
of engaging a major portion of 
the Latin American market has 
not been entirely to the advantage 
of these exporters. Why so may 
be examined with view to (1) the 
reaction of Latin Americans to the 
failure of United States exporters 
to meet all demands; (2) their re- 
action to the tactics and policies 
of United States traders and 
manufacturers, 

1. World War II placed the 
United States in a predicament 
because on the one hand its vital 
products were required for war 
needs and on the other hand it 
was pledged to fullest cooperation 
with the Latin Americas in meet- 
ing their needs. The Latin repub- 
lics depended upon the United 
States for machinery, prefabri- 
cated materials, and manufactured 
goods that prior to the war had 
been supplied in considerable 
quantity by Europe. But as early 
as the fiyst part of 1941 the United 
States was already hard put to 
allocate articles required by the 
nations to the south in order to 
help keep their economies going. 
In addition, shipping space was 
limited by war priorities, further 
reducing exports to Latin Amer- 
ica. A host of economic difficul- 
ties, not least among them unem- 
ploymént, was created in Latin 
America by inability to obtain 
required materials, with vigorous 
resentment directed in large part 
at the United States the result. 
Resentment was aggravated by 
the fact that even in the case of 
Latin development projects con- 
nected with the war the United 
States had to refuse export li- 
censes for machinery, tools, and 
materials. 

The shortage of consumer goods 
helped bring about varying but 
always severe degrees of inflation 
in all parts of Latin America, 
causing some of the most violent 
expressions of resentment against 
the United States. Inflation took 
place partly because purchasing 
power was increased by military 
and strategic projects that devel- 
oped new industries and expanded 
old ones. Blame was placed on 
the United States for supplying 
neither consumer nor producer 
goods. Thus in late 1941 the fail- 
ure of the United States to send 
building materials required for 
more than 500 individual con- 
struction projects in Venezuela 
brought on a violent Venezuelan 
press campaign against the de- 
fense and economic policies of the 
United States. 

In addition to the insufficiency 


3“Improved Shipping Spurs 
Latin Trade,” “The New York 
Times,” Aug. 5, 1943, p. 22. 





of good for export and the lack| States firms were reluctant to con- 


of shipping to carry them, a 
number of discouragements to ex- 
porting confronted United States 
businessmen. Foremost were the 
price ceilings set by the Office of 
Price Administration. Trade 
groups protested that exporters 
were unable to carry on business 
if they were not permitted to 
make up the extra expense of ex- 
porting during wartime. In early 
1942 exporters were refusing to 
fill Latin American orders, par- 
ticularly for iron and steel, de- 
spite the grant of required prior- 
ities for sale and shipping; ex- 
porters pointed out that the 
smaller mills, with higher produc- 
tion costs than the large ones, 
were no longer able under the 
price ceilings to give exporters a 
commission in order to obtain the 
export business. Another serious 
obstacle to exporting was red 
tape. The labor, delays, and irri- 
tation encountered in the effort to 
obtain export licenses proved a 
burden and an expense. 

2. War exigencies brought to- 
gether American businessmen 
who had never before found oc- 
casion to deal with one another. 
Not always were these new con- 
tacts completely _ satisfactory. 
United States exporters or manu- 
facturers were often reluctant to 
grant requisite credits to Latin 
importers, who on the whole were 
wont to expect liberal credit facil- 
ities such as had previously been 
granted them by European sup- 
pliers. Furthermore, many United 





tinue former terms of credit to 
old customers. Despite the rapid- 
ly improving credit aspects of 


|the Latin American market after 


1939, credit terms granted by 
United States exporters generally 
grew more severe following the 
start of the war. Only after 1942 
was there a definite liberalization 
of terms. 

Ravages to commercial relations 
and goodwill did not, however, go 
wholly unchecked. Through con- 
stant advertising in Latin Ameri- 
can publications United States ex- 
porters sought to explain the rea- 
sons for supply shortages, citing 
the prior needs of the war effort. 
A substantial effort was made by 
the United States government to 
lessen the hardships imposed 
upon Latin American countries. 
In late 1941 a program was estab- 
lished for allocating materials to 
Latin America under a system 
providing for the issuance of 
“certificates of necessity.” The 
Foreign Economic Administration, 
through its Pan American Branch 
of the Bureau of Areas, recom- 
mended and implemented meas- 
ures for exportation of civilian 
supplies. The United States Mari- 
time Commission took steps to 
provide shipping space formerly 
supplied by European merchant 
marine. The Office of the Coor- 
dinator of Inter-American Af- 
fairs in July 1942 established an 
Inter-American Navigation Cor- 
poration to acquire and build 

(Continued on page 1402) 
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We asked a number of people this question’ 
. «eHow much would you say the telephone 


company makes (after all expenses and taxes ) 


on the money invested in the business?” 


a 


- 


Twelve per cent said “6% or less.” 


Eleven per cent said “7% to 10%.” 

Twelve per cent said “15%, 20%, or 25%.”, 
Eight per cent said “30% or more.” 
Fifty-seven per cent had no opinion. 


De ee el 


a eg ete 

The actual figure is far less than many people 
think. Even with telephone calls at a record 
peak, Bell System earnings on the money 
invested in the business have averaged only 
a shade over 512% for the last five years — 
including the war years.“And that’s not 
enough to insure good telephone service. — 

~ We thought you might like to know in case 
‘you have been wondering about telephone 


earnings. | 
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Postwar Prospects in Latin American Market 


(Continued from page 1401) 
sailing vessels for inter-American 
trade. 

In September 1942 the United 
Staiecs inaugurated a program to 


send productive machinery to 
Latin American nations in lieu 
of finished products. The prob- 


lem of price ceilings that discour- 
aged exporters was met at least 
in part by OPA action which after 
May i942 allowed exporters to 
add an export premium to their 
prices. The reluctance of United 
States exporters to extend re- 
quired credits was offset to a 
goodly extent by the Export-Im- 
port Bank of Washington, which 
supplied credits to United States 
manufacturers and exporters, en- 
abling them thereby to meet the 
credit demands of Latin pur- 
chasers. Efforts to simplify li- 
censing procedure, though not al- 
Ways successful, were made by 
the Office of Export Control. 
Early in 1944 the Foreign Eco- 
nomic Administration established 
a Procedures Advisory Commit- 
tee, consisting of leading export- 
ers, to advise FEA of practices 
and procedures calculated to 
lighten the load of exporters un- 
der export control. 


Positive Results 


_ While various aspects of war- 
time experience, as we have seen, 
have been more or less negative 
from the point of view of aug- 
menting future United States- 
Latin American commerce, cer- 
tain positive results have been 
attained, chiefly owing to the 
volume of trade which took place. 
The war has caused United States 
goods to be forcibly introduced 
to many Latin American import- 
ers and consumers, although it is 
true that the required economy of 
effort has caused trade with the 
Latin countries nearest the United 
States to be emphasized. Reac- 
tion to the quality, style, packag- 
ing, and other characteristics of 
United States goods has been 
very favorable. Thus, “Nicarag- 
uans speak favorably of the mer- 
chandise from the United States 
because of price uniformity, ex- 
cellent quality, and _ attractive 
packing for display.” 4 These 
factors promise some degree of 
net gain from the wartime van- 
tage that the United States en- 
joyed in trade with Latin Amer- 
ica. 


Recovery of Prewar Markets by 
Other Nations 

The principal prewar competi- 

tors of the United States in the 

Latin American market were 

Germany and the United King- 


dom. The former supplied 15% 
of Latin American imports in 
1937, 17% in 1938, and 13% in 
1939; the latter supplied 13% in 
1937, 12% in 1938, and 10% in 
1939. 


The more it develops that Ger- 
many will not be deindustrialized 
to an extreme degree, the great- 
er likelihood is there that Ger- 
many can again loom strong 
among industrial nations compet- 
ing for the markets of a basically 
agricultural Latin America. At 
the present writing it appears 
that, except perhaps for the 
Rhineland and the Ruhr, the Ger- 
man economy will ultimately be 
conducted once more as a unit 
rather than as a partitioned na- 
tion; and as Germany regains 
autonomy in addition to unity a 


rather than in kind. This would 
augment the need for Germany 
to reestablish her old position in 
the world markets, not least of all 
in Latin America. 

To what extent may a Germany 
that is once again free renew its 
former exploitative trading meth- 
ods? The answer depends upon 
(1) general world economic con- 
ditions, (2) the degree to which 
Germany is supervised by the vic- 
tor powers. In circumstances 
where world trade is depressed, 
Germany might again be able to 
make the most of such exploita- 
tive measures as she employed in 
her prewar trade relations with 
Latin America—providing she is 
not prevented this time by the 
victor nations. To a large ex- 
tent German trade in the 30s was 
fashioned to meet its needs for 
war materials, as well as to find 
outlets for German-made goods. 
By buying from Latin America 
surpluses which could not be dis- 
posed of elsewhere at favorable 
terms (sometimes these surpluses 
were resold by Germany at a 
loss in order to gain a desired 
foreign currency) and by block- 
ing the resulting mark credits of 
Latin American republics, Ger- 
many was able to force Latin 
America to purchase German 
manufactures, often at prices in 
excess of those at which Latin 
America could have obtained the 
same goods elsewhere. 


England’s Export Efforts 


England will not only be driven 
to win back its previous role as 
an exporter—both of its own 
goods and those in entrepot trade 
—but also to augment its former 
position in view of the decreased 
inflow of foreign exchange owing 
to the reduction in British foreign 
investment forced by the war. 
While immediately England is 
faced with the task of importing 
goods to revitalize her economy, 
in the near future England will 
be looking to its export markets 
as the means of enabling that na- 
tion in live on its accustomed 
plane. And it is in great part to 
agricultural nations such as the 
Latin Americas that England as 
an industrial nation must seek to 
export. 

Certain of the considerations 
that pertain'«to Germany and 
England may be said to apply 
also to other nations. Thus France 
and Italy, minor ranking sup- 
pliers of Latin American imports, 
will be keen after Latin American 
markets when their economies re- 
gain a semblance of orderly func- 
tioning. In turn, restoration of 
their economies will for some na- 
tions be contingent upon finding 
markets for their exports. 

The ability of other nations to 
win portions of the Latin Ameri- 
can market will to an extent be 
governed by the course of inter- 
national industrial cartels, against 
which the United States has thus 
far declared firm official opposi- 
tion. In those instances where the 
United States is not the leading 
producer of a given product, or a 
sufficiently important producer, 
international cartels, if enabled 
to exist, might be able to shut out 
the United States altogether from 
potential markets by obtaining 
exclusive selling privileges there- 
in. The power which belongs to 
a well-knit cartel is without 
doubt greater than that of its 
separate parts, permitting it to 





growing effort may be expected 
from her to reacquire former ex- 
port markets. It is not unreason- 
able to predict that as the victor 
nations restore their own econ- 
omies the pressure on Germany 
for reparations will increasingly 


be for compensation in money 
#“American Gocds Gain in 
Nicaragua,” “Tl New York 


Times,” May 18, 1942, p, 28, 


achieve market inroads that the 
same number of concerns operat- 
ing individually would not be 
likely to obtain. Should there de- 
velop a ubiquitous burgeoning of 
cartels and should the United 
States continue to dedicate itself 
| against them heedless of conse- 
‘quences, the disadvantage to the 
; United States could be severe. 
j The ability of Webb-Pomerene 


sociations to combat foreign car- 


States as a supplier of the goods 
in question. If the potential for- 
eign demand for the given product 
could well be met without United 
States production, and if United 
States producers as a body were 
not strong enough to engage a| 
cartel in competitive battle based | 
upon price policies and quite pos- 
sbily political maneuvers, the 
Webb - Pomerene Associations 
would be of no help. 


Latin American Reduction of 
Trade Barriers 


The ability of the United States 
to retain some portion of its war- 
time percentage increase as a sup- 
plier of Latin imports will depend 
in part upon special favors ac- 
corded the United States by Latin 
America with respect to tariffs, 
exchange controls, and quotas. 

In an attempt to insure good 
treatment for its own exports, the 
United States in recent years, par- 
ticularly since inception of the 
reciprocal trade agreements pro- 
gram, has tended to favor coun- 
tries of the Western Hemisphere. 
The reciprocal trade agreements 
program of the United States has 
been carried out preponderantly 
vis-s-vis Latin America. The pro- 
gram was in part devised to meet 
the competitive threat of direct 
action by other nations vis-a-vis 
the Latin Americas, for example 
Germany’s barter arrangements 
with them. In the period ahead, 
the United States can more ef- 
fectively than ever augment its 
trade program if Congress sanc- 
tions a 50% duty reduction on 
goods which have already once 
undergone a reduction. 


It has been suggested by various 
persons that the Americas of the 
north and south should fabricate 
an excusive preferential structure 
based upon multilateral agree- 
ments. But such economic ar- 
rangements tend to foment 
political tensions between the 
preferential system and _ other 
economic and political groupings. 
The reciprocal trade agreement ® 
presents a compromise device, en- 
abling two nations to grant each 
other trade preferences subject to 
the condition that others also may 
enjoy these preferences if they 
have previously contracte@ with 
either of the two nations for 
mutual extension of preferences 
granted third parties. 


Logically, then, reciprocal trade 
agreements do not guarantee per- 
manent advantages to the parties 
involved. Obviously, if every 
country had a most-favored-na- 
tion agreement with every Other, 
no one nation would have an ex- 
port advantage over any other 
with respect to tariff rates. What 
reciprocal trade agreements do 
offer is a preliminary advantage 
over nations who have not yet be- 
come party to a most-favored- 
nation contract. Yet the country 
that initially acquires a concession 
may have a residual advantage 
inasmuch as its head start may 
enable it to get a lasting grip on 
a market. 


Exchange Controls Relaxed 


During the war years Latin 
America relaxed the strict ex- 
change controls that were built 
up during the war in most of the 
republics. However, the machin- 
ery of control remains. Exchange 
control, by way of brief descrip- 
tion, has consisted of fixing offi- 
cial rates (or a series of rates), 
restriction of purposes for which 
exchange could be used, and com- 
pulsory sales of foreign exchange 
acquired by citizens—a portion or 
all of this exchange—to the prop- 
er government authority.  Li- 
censes for exchange purchases 








5In this discussion 


were almost a universal manifes- 
tation in Latin America. 

If conditions in any way re- 
sembling those of the prewar pe- 
riod should reappear, a retreat to 
full use of exchange control ma- 
chinery is very possible. And un- 
der such circumstances political 
relationships can make a major 
difference in the ability of nations 
to export to Latin America.® The 
future course of exchange control 
depends upon the efficacy of the 
International Monetary Fund. It 
is presumed that with the Fund 
functioning properly exchange 
control would be reduced to a 
minimum in the adherent coun- 
tries. The Fund Agreement states 
that members are to avoid ex- 
change control except to prevent 
large or sustained outflows of| 
capital. However, it also provides 
that member countries during the 
transitional period following the 
war may continue exchange re- 
strictions. A transitional period of 
undue length might be the down- 
fall of the Fund. 


Commercial Cooperation 


Inter-governmental cooperation 
can do a good deal to implement 
commerce among the Americas. 
We refer to technical measures 
that expedite the flow of com- 
merce by guiding it in an orderly, 
efficient manner; to conferences 
and organizations that aim at im- 
proved commercial intercourse; 
and to commercial arbitration, 
which fills an important role in 
preserving commercial relations 
by maintaining equity and good- 
will in these relations. 

A number of technical consid- 
erations call for cooperative ac- 
tion in facilitating commerce. 
These include the establishment 
of uniform and simplified cus- 
toms procedures and reduction of 
attendant charges, fees, dues, 
fines; publicity of customs regu- 
lations; common nomenclature for 
goods in trade; standardization of 
industrial products and their spe- 
cifications; uniformity and sim- 
plicity in bills of exchange, 
drafts, checks; equitable treat- 
ment for countries whose exports 
or imports must pass through in- 
termediate countries; protection 
of trade marks; formulation of 
standards for packaging goods in 
trade; collection of commerce 
statistics; removal of rigors of ex- 
port control; curbs on smuggling, 
etc. 

At the major Pan American 
meetings, as well as at a series 
of technical gatherings, the Amer- 
ican nations have taken resolu- 
tions, adopted principles, and 
started action toward solving 
technical problems attending 
commerce. Customs Congresses 
were held in 1903 and 1929; a 
Congress on Consular Procedure 
in 1927. Six Commercial Confer- 
ences, concerned with the whole 
scope of commercial problems, 
took place between 1911 and 1940. 
Two Congresses on Economic Ex- 
pansion and Commercial Teach- 
ing, held in 1919 and 1922, em- 
phasized the importance of in- 
struction in commercial subjects, 
e.g. commercial geography, cus- 
tomshouse legislation, etc. More 
specialized in nature have been 
meetings such as the Standardiza- 
tion Conferences of 1924-25 and 
1927, the Coffee Conferences of 
1903, 1936, and 1937. In 1913 the 
Inter-American High Commission 
was created in part to harmonize 





6Such practices as Argentina 
engaged in with respect to the 
United States would greatly de- 
teriorate United States opportun- 
ities of exporting. To illustrate, 
it was charged in late 1941 that 
Argentina through manipulation 
of the peso—dollar rate was Gis- 
couraging Argentine importers 
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ination clause in all 
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fact. 


maneuvers, 


the commercial legislation of th, 
Americas. These activities of th, 
past are substantially reflected j; 
relationships of today. More, the, 
speak for a continuing line o;{ 
meetings devoted to expeditin: 
commerce among the Americas 
essentially that between th 
United States vis-a-vis the Lati 
republics. : 
Commercial arbitration offers :; 
method for settling difference 
between businessmen of different 
nations in a just, quick, inexpen- 
sive, amicable manner. Commer- 
eial arbitration is available to 
businessmen in the Western Hem- 
isphere through three systems, a: 
inter-American one, a_ United 
States-Canadian one, and a 
United States system. Tying th« 
systems together is the Western 
Hemisphere Conference on For- 
eign Trade and Arbitration es- 
tablished in 1943. Created in 1933 
pursuant to a resolution of the 
Seventh International Conference 
of American States, the inter- 
American system operates through 
the Inter - American Arbitration 
Commission. Chambers of Com- 
merce in the several American re- 
publics relay disputes to the Com- 
mission. In 1943 the Commercial 
Associations Committee was form- 
ed to advance cooperation among 
the Chambers on behalf of such 
arbitration. A goodly number of 
differences between businessmen 
are shunted off before they reach 
the Commission through the in- 
tercession of the Inter-American 
Business’ Relations Committee, 
which often settles difficulties by 
supplying information or explan- 
ations to the parties concerned, 


Political and Military 
Considerations 


At a point in time not yet re- 
moved from the major impacts 
of World War II, it is quite obvi- 
ous to say that the American 
nations feel strongly the pressure 
of political and military impera- 
tives upon economic decisions. On 
the one hand, governments are 
very apt to make decisions favor- 
able to the United States, such as 
those affecting trade barriers, in 
an atmosphere still heavy with 
fear of the consequences of war 
in Europe. On the other hand, 
private parties, both in the United 
States and Latin America, are al- 
so apt to make decisions favor- 
ing trade between these regions. 
Thus United States exporters are 
perhaps less wary of the future 
creditworthiness of Latin import- 
ers than of European ones. Con- 
versely, Latin purchasers, remem- 
bering the disrupted flow of vital 
goods from Europe, are perhaps 
more eager to maintain trade 
connections with United States 
suppliers than with others. 


It is inevitable that time wil! 
draw a haze over memories and 
that the political and military 
drives behind close economic ties 
will lose their urgency. Nonethe- 
less, there is reason to believe 
that political and military con- 
siderations will cause United 
States-Latin American economic 
relations to maintain some degree 
closer than the working of eco- 
nomic forces alone would have 
them. 


While by no means independent 
of political events outside the 
Hemisphere, political relations 
within the Hemisphere may. b© 
said to have a certain latitude 
apart from developments, in the 
rest of the world. And the course 
of political relations in this Hem- 
isphere—the degree of, politica’ 
amity retained or developed—c?'! 
bear a profound influence, upo” 
United States-Latin . America® 
commerce. We have ‘suggeste® 
that the fear imperatives’ issuin® 
from the possibility. of , anoth« 
World War will cause Unit 
States-Latin American econo! 
relations to be closer than wo0U 
otherwise happen. How m' 
closer will depend in good P 
upon the closeness of political ' 
within the Hemisphere. 
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~ Inflations and Deflations of M 


(Continued frora page 1377) 
in business we have no unit of 
value. , 

The dollar is not a unit of value 

but it masquerades as such. It is 
commonly regarded as a unit of 
value, but it varies, as I will show 
you tonight. 
“ [| was born in 1867, shortly after 
the Civil War greenback inflation. 
Between those Civil War days and 
1897, through those thirty years, 
prices fell by two-thirds. That is, 
they fell to one-third of what they 
were at the peak in 1854, which 
was almost the same as 1867. 

Between 1897 and 1920, prices 
rose almost continuously—a three- 
fold gain—and from 1920 to 1921, 
in a single year, prices fell 33%, 
the sharpest fall in one year that 
has ever been experienced. 

From 1921 to 1929, prices were 
almost stable, and that is the only 
period in my life during which we 
had a stable unit of value—in fact 
the only period of eight years in 
the whole history of the United 
States. It was also the greatest 
prosperity period we ever had. 

Between 1929 and 1933, as you 
will all remember, prices fell to 
half of what they had been. 

Between 1933 and the present, 
prices have risen threefold, so that 
today prices are practically at the 
same height that they were, not 
only in 1920 but in 1867 when I 
was born. 

I have expressed these inflations 
and detlations—because they were 
inflations and deflations—in terms 
of prices because that is the usual 
way in which business and econ- 
omists are apt to think of infla- 
tions and deflations. 

But an inflation or deflation is 
not simply a change in prices. It 
is a change in prices caused by 
monetary causes. When the price 
of sugar goes up or when the price 
of hogs goes up, it may or may not 
be due to anything else than the 
supply and demand of those par- 
ticular commodities, but generally 
it is almost entirely due to the sup- 
ply and demand of those particular 
commodities. Most people have 
the idea that the general price 
level, of which I have been speak- 
ing, is merely a sort of average of 
the effects of individual supply 
and demand of sugar and hogs and 
wheat, and all the other hundreds 
of commodities which go into an 
index number representing the 
price level. 

_But the price level and an indi- 
vidual price are two entirely dis- 
tinct concepts and should be dis- 
tinct as much as are the sea level 
and the height of a wave with 
reference to that sea level. To put 
it a different way, we have two 
elements in prices, the price of 
the individual commodities and 
the general average of all prices, 
or scale of prices. 


I will use an analogy that would 
aply, for instance, to the portrait. 
If you should photograph that 
portrait and get a miniature of it, 
the nose would be shorter, but the 
lips would be shorter in propor- 
tion. The height of the head would 
be shorter, the breadth of the 
Shoulders would be shorter — 
everything would be on a different 


ees The heroic statue in the 
Teper memorial of Abraham 


Incoln is a good statue, although 
everything is exaggerated in size. 
le scale of the statue is an en- 
urely' different thing from the 
length of the nose. 

When you take account merely 
of the supply and demand of indi- 
vidual commodities, you do not 
‘each the main factor in the case. 
Ou leave out the supply of money 
Which, for the scale of prices or 
Pe price level, is the important 
rhe. and the reason I do not like 
spe method that I have just used, 
i ' common method of expressing 
nflation and deflation in terms of 
Prices, is that it does not bring out 
“4S monetary factor, and that is 
what I want to emphasize tonight. 
- at is money? Money is any 
“ort of property in common use 





States. Th nay ag in the United | 
0 hi ~~. 2€re is pocketbook money, 
Ww ich you can see and handle, 
and which you carry in 
Businesses tnd et of Your 

. » € then there is) 
United Biaten Paavnich, in the| 
~niled States, has become far | 
more important than pocketbook | 
money. 

This checkbook money is 
en oer oe money. lt is sup-| 

. present pocketbook | 
money that you have in the bank, 
since you have it on the stub of 
your checkbook. So, if you add 
together the balances on the stubs 
of all the checks in the United 
States and for 130 million people, 
and for thousands of businesses 
and corporations, the sum total is | 
the total supply of money, the| 
total quantity of money in circula- 
tion in the form of checkbook | 
money. 

It does not represent money, ac- | 
tual pocketbook money, tangible, 
visible pocketbook money in the 
bank, as you all think of it and as 
most people innocently think is 
true. They say, “I have got so 
much money in the bank.” It is 
quite true, ihe bank has enough 
to Satisfy any one person at any 
one time, but it everybody at once 
should demand their money, as in 
the ease of a bank run, you would | 
find that the bank could not satis- | 
fy everybody. What they would 
co would be to call in debts, call 
in money in other words, to pay it 
off, and there wouldn’t be enough 
money in the country in order to 
do it. 

What this money really is. this 
funny money, this checkbook 
money, is merely the promise of 
the bank to furnish money. It is 
not money in the tangible, visible 
sense. 

Also, people have false ideas 
about inflation and deflation. As 
I have indicated, most people 
think of it as merely a matter of 
price rise, but if the monetary 
cause is not there it is not infla- 
tion or deflation. 

There ought not to be any in- 
flation cr deflation, and if the 
quantity of money, the supply of 
money, kept pace — and 1 say 
money now, meaning both pocket- 
book money and checkbook money 
put tcgether—-kept pace with the 
busiress to be performed by it, you 
would scarcely ever have any 
change in the price level. You 
have inflation when money out- 
paces business, or transactions 
done with money. You have de- 
flation when the opposite is true, 
when business grows faster than 
the money supply. So inflation 
means too much money and defla- 
tion means too little money. When 
there is too much money and you 
have inflation, it is signalized by 
a rise of the general level -of 
prices, and this effect of inflation 
is felt on all prices equally, by the 
individual prices, by supply and 
demand which vary with reference 
to that »rice scale or vrice level. 

Likewise, deflation is the op- 
posite, 

Let us go trough this same pe- 
riod of my eighty years in terms 
of what money will buy, to bring 
out the money factor clearly so 
you will never forget. I have here 
a chart which shows the history 
of the dollar of these eighty years. 

First, we take the dollar that 
we now have, the one most fa- 
miliar today. he dollar today is 
worth a certain collection of 
goods—I call it a market basket, 
although in the statistics of this 
chart the gocds are priced by 
wholesale and not retail. One 
reason for this is that we do not 
have retail price indexes that go 
back to the Civil War, index num- 
bers, that is, of the price scale or 
price level. On the other hand, 
for wholesale prices we have 
worked out index numbers that go 
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back to the Revolution. 
Through these eighty years, let 


us compare what a dollar was\ 


“S 4 means of payment for other| worth. This is value we are now 


buying power of the dollar, what 
iS was worth compared with what 
it is worth today. 

In Civil War time, that is when 

I was born, 1867, the dollar was 
werth a little bit more than now. 
It was worth one basket, the same 
market basket of representative 
goods, plus one-quarter of another 
basket. 
_ In 1894 it was worth about what 
it is now, a trifle less. So roughly, 
the dollar is now worth what it 
was worth when I was born, and 
I am eighty years old today. 

In 1897, just after the Bryan 
campaign of 1896. the dollar was 
worth three times as much, three 
market baskets. 

In 1920, a dollar’s worth was 
one market basket, the same as 
today. In 1929, the dollar’s worth 
was one-and-a-half market bas- 
kets. 

In 1933, the dollar’s worth was 
three market baskets. 

In 1947, the dollar is, by defini- 
tion, worth one market basket. 

That is our so-called unit of 
value. It is really a unit of weight. 
Most people imagine today that if 
we have a dollar of gold of con- 
stant weight and fineness, it is of 
some value and that it is fixed. 
In India, Mexico and China, and 
other silver-standard countries, 
when they were silver-standard 
countries, they used to think, 
“That is worth so much silver.” 
But neither of the two is or ever 
was a real unit of value. 

How can you do business with- 
out trouble with that sort of a 
dollar? The so-called unit of value 
changes. You are so careful that 
every unit on the other side of 
the counter, measuring the goods 
you buy, shall not vary, but the 
dollar is allowed to vary and has 
varied this much, so that it has 
been often, several times, in- 
creased in my own short lifetime 
—because 80 years in the life of 
this nation is a very short time— 
at least three-fold or more what 
it is *vorth today, over 200%. One 
dollar is worth today the least of 
all the dollars in my lifetime, ex- 
cept for the slightly cheaper dol- 
lar of 1864, the least since 1876. 

So that is the record that chart 
gives you for the seven pivotal 
dates, the dates of turning from 
inflation to deflation, or from de- 
flation to inflation or from either 
of these to or from stability, to 
include the short period of eight 
years, the only per:od of real sta- 
bility. That is the record of our 
very unstable dollar. How can 
anyone regard this dancing dollar 
as a true unit of value? 

You have probably often heard 
it said that the gold standard— 
that is, a dollar of constant weight 
and fineness of gold—-has been the 
best standard of value the world 
has ever known. This is a myth; 
so far as I know there does not 
exist and never did exist, the 
slightest evidence that such a 
statement is true. It is true that 
gold is the best medium of ex- 
change in foreign trade; and this 
use of gold at least should be re- 
tained. 

But as a standard of value, the 
so-called gold-standard is a dismal 
failure. It does enable the dentist | 
and the goldsmith to buy gold at 
a constant price. But few of us 








} as to have a single commodity for | ing the f.rst World War in order 


| mend the situation as they have 





are dentists or goldsmiths. What} 
we need js a standard in terms of | 
the ordinary budget of food, cloth- | 
ing, housing, amusements and 
other things for which we all 
spend our dollars. Thomas Edison 
said: “Is it not ridiculous to have | 
a commodity for a standard of 
value which has no other use ex- 
cept to gild picture frames and fill 
teeth?” 

So far as I know I am the only 
one who ever compared gold as a 
standard of value with other in- 
dividual commodities. 

I find that several other com- 
modities had a better record. The 
least unstable was Brussels car- 
pets! 


our standard ins.ead of a market 
basket of really representative’ 
goods in general, I recommend 
Brussels carpets! 

You would think that people 
would all know about the facts 
in the chart, act accordingly and 


for everything else. 
of commodities that was made, 
constant was the bushel basket. 
Originally, every unit was rough. 
In Abraham Lincoln’s day, the 


The last unit 





height of a horse was measured 
in sO many hands—but whose! 
hands? It makes a difference. It 
is said that the yard was originally 
the girth of the chieftain of a tribe. 
Suppose today we had the yard 
the girth of the President of the 
United States! Suppose you made 
some contract for so many yards 
of cloth in the Taft administration 
and fulfilled the contract in the 
administration of Wilson! You 
wouldn’t stand for it. And yet you 
do stand for something that is a 
hundred times worse, these inces- 
sant changes in the dollar. 

For to allow our dollar to dou- 
ble is like allowing it to be cut 
in two—to call half our present 
yard our yard, and, likewise, to 
halve our pound, our quart, our 
bushel, our kilowatt, etc., ete.— 
except that such a catastrophic 
change would not be as bad as 
doubling our dollar. One of these 
two reasons is that time contracts 
in wheat and other commodities 
are not as frequent, as big, or as 
important in any other way as are 
time contracts in dollars—in other 
words debts, including bonds. The 
other reason is that any change in 
eur yardstick, pound, kilowatt, 
etc., would be seen while the 
change in the dollar is not recog- 


nized as such. 








I venture to say that the facts 
shown in the chart are news to 
most of you. Yet this news was 
seldom, if ever, published at the 
time. I read recently that a re- 
porter hearing the word “infla- 
tion” so often today (thanks to 
President Roosevelt) looked up 


the corresponding period follow- 


THE 


INFLATIONS 





to see waat discussions had taken 
place regarding post-war inflation. 
This reporter found no reference 
whatever except one, which was 
an article by me. 

I was then a voice crying in the 
wilderness. It seems incredible 
that these facts, these most im- 
portant facts in all my 80 years, 
were simply unrealized at the 
time. How is it possible that they 
should have escaped attention? 

The fact that 99 people out of 
100 never realize that the dollar 


jis not a constant unit like every 


other now used in commerce, 
seems incredible. But it has been 
established as a fact. Even when 
its changes are being most pain- 
fully experienced, the public are 
unaware that there is any change. 
Roosevelt made us inflation con- 
scious. 

Yet the dollar is still a stone-age 
dollar, really a unit of weight of 
a yellow stone, not a unit of value 
or power to purchase the neces- 


sities and conveniences of human 
life. 


The reason is because of this 
illusion that a dollar is always a 
dollar, the same dollar. It took 
me a long time to find out that 
99% of the people have this money 
illusion. It is only the economists, 
practically, that do not, and it is 


only some of the economists that 
do not. There are even some who 
ignore money, neglecting money 
in all their thinking. They, like 
the general public, go right on 
regarding money as a unit of value 
and think of the scale of prices in 
terms of supply and demand of 
individual goods. 

They come to grief when they 
try to predict. For instance, that 
we should now have 8,000,000 un- 
employed today. Anyone who 
knows the effect of inflation 
knows that this could not be true. 
That has been proved by statis- 
tics in several monographs that I 
have written and some that have 

(Continued on page 1404) 
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Inflations and Deflations of My Eighty Years 


(Continued from page 1403) 
been written by Henri Fuss of the 
International Labor Office, asso- 
ciated with the League of Nations, 


The Money Illusion 

I discovered this after I wrote 
my first book. I wrote a book 
called “Stabilizing the Dollar,” 
published in 1920, and after it was 
written I was disappointed in the 
results. The publisher was satis- 
fied and it had a moderate sale, 
but it didn’t make the impression 
that I thought it was going to, 
and it took me a year after that 
to find out why. It was the money 
illusion. 

I got letters. I got a letter, for 
instance, from the president of one 
of the big companies in the United 
States. I am not mentioning his 
name. He said, “I have lived all 
my life, I have been successful, I 
have made money, and I have 
heard all kinds of things about 
money, but I never heard before 
that the dollar wasn’t stable. I 
don’t believe it is true. I think 
you have got it upside down. 
Prices change but the dollar 
doesn’t change. In short, why 
stabilize what is already stable?” 

When finally I got it through 
my head that the money illusion 


“is so important, I wrote a book 


called, “The Money Illusion,” and 
tried to bring it out clearly. 

In 1922 I visited Germany when 
prices were 50 times what they 
were before the first world war. 
I went there with another Amer- 
ican economist, particularly to 
find out whether in Germany they 
could possibly have this money 
illusion. Every school boy in the 
United States knew, or thought he 
knew, that the mark had fallen, 
because he assumed the dollar was 
stable and he knew the mark, in 
terms of the dollar, had gone 
down, and he happened to be 
right. The mark had gone down 
greatly. He didn’t know, however, 
that the dollar had gone down too, 
though not as much. Each coun- 
try has the illusion that its own 
money is constant. 

So, in that visit of 1922, I found 
by actual count with another 
American economist, Professor 
Roman, that 19 out of 20 people, 
other than economists, thought 
that the mark was just the same 
mark in 1922 as it had always 
been. That seems incredible, but 
it is absolutely true, despite the 
fact that it had really fallen 98%. 

I found the same thing in 
France, where they had a great 
deal of inflation, but not as great 
as in Germany, and I found the 
Same thing in England, where 
they had considerable inflation, 
but not as great as in France. 
Everywhere I found it was true. 

People are subject to the money 
illusion that a dollar is always a 
dollar, because they measure 
everything in terms of the dollar, 
but they take for granted that the 
dollar is constant. But it isn’t, as 
you can see from this chart. It is 
very far from constant, and even 
if you had 20 market baskets 
there, you would find that a great 
majority of the people in the 
United States would still have the 
illusion that it was merely prices 
of commodities that had gone up 
because of supply and demand of 
those commodities, hogs and wheat 
and so forth, and that it had 
nothing to do with money. I have 
been shouting my head off for 
years trying to get people to un- 
derstand this a little, but my voice 
wasn’t loud enough to be under- 
stood. 

President Roosevelt came. Some- 
one asked me tonight if I was a 
New Dealer and I said no, but I 
think Roosevelt did some good 
things and one sound thing he did 
was to make this nation conscious 

of such a thing as inflation, so 
that everyone now in the United 
States uses that word. Very few 
of them use it rightly because of 
this money illusion, but still they 
are inflation conscious a little bit, 
and-it is the first time in ‘the his- 


tory of the world that any nation 
has had a great majority of its 
people, or even a large majority 
of its people, realize that inflation 
and. deflation exist. 

When this word inflation came 
to be bandied about as it was dur- 
ing Roosevelt’s administration, 
someone, a reporter, looked up— 
because people were talking about 
the corresponding period after the 
first World War when we had in- 
flation—looked up the word in- 
flation in the index of the New 
York “Times” and found no re- 
ference except one, and that was 
in an article which I had written. 
I was then a voice crying out in 
the wilderness, but today people 
are willing to learn a little bit 
about inflation, despite the fact 
that most of them have very 
bizarre ideas of what inflation is 
because of this money illusion. 
Even bankers who handle money 
—in fact, I would say particularly 
bankers — have it, because they 
think in terms of money entirely; 
they don’t have a yardstick of 
purchasing power to think of as 
a merchant does. 

Once, at a meeting of the First 
World Bank, established after the 
first World War, some one thought 
he would play a practical joke on 
the directors of the bank, and 
proposed that since they had so 
many currencies to deal with they 
should keev all their accounts in 
grams of gold. They said, “No, no, 
a gram isn’t a unit of value; a 
gram is a unit of weight. It would 
be absurd to keep our books in 
terms of grams of gold.” 

“How about the Swiss franc?” 

“That is all right.” 

Now, the Swiss franc is about 
a third of a gram of gold. So, he 
pointed out they weren’t willing 
to let a gram of gold be their unit, 
but they were willing to have a 
third of a gram of gold be their 
unit! The reason was that the 
third of a gram had been mas- 
querading as a unit of value. 
Some of the reformers amongst 
us on this subject have often cited 
the Constitution of the United 
States, which said, “Congress shall 
have power to regulate the value 
of money.” We have interpreted 
that in modern terms of market 
baskets or index numbers. We 
have been reproved for this. The 
critics say, “The Constitution 
didn’t mean that. They meant 
merely tixing the weight and fine- 
ness of coins.”” But the reason 
was that then such fixing was the 
only kind of measure of value 
known, 


But it was like measuring the 
height of a horse by hands or the 
yard by the girth of the chieftain 
of a tribe. Our forefainers knew 
no better way, Nothing was 
known about index numbers in 
those days, a device for measuring 
the general level of prices or scale 
of prices, but they meant exactly 
what they said—a unit of value. 
We have never had a real unit of 
value in this country, except dur- 
ing those eight years under Gov- 
ernor Strong. 

Even today after Roosevelt has 
put the word inflation in every- 
body’s mouth, few know its 
presence or even its true meaning. 
During the fourteen years while 
inflation was thus stealthily creep- 
ing up on us, you heard repeatedly 
the query “Is inflation coming?” 
And several writers have publish- 
ed statements that it would not 
come although it has already been 
going on for years. They “proved” 
their case by arguments not even 
mentioning money! It was a good 
example of “Hamlet” with Hamlet 
left out. I even venture to say 
that for most of you present to- 
night, the facts shown in the chart 
came as news to you. 


I may add here that most of the 
great economic problems today in- 
volve inflation, though you would 


them, Take the subway fare prob- 
lem. I,.examined everything 
printed in the New: York; “Times” 








on this question and found the 


| 


word inflation mentioned only 
once, and that was by the Mayor 
of this city; and his mention of it 
was a misuse due evidently to the 
money illusion. When inflation 
occurs, some prices lag behind and 
take time to catch up. Prices fix- 
ed at five cents because of the slot 
the nickels go into are among the 
last to catch up. 


Another great economic problem 
in the public eye has been unem- 
ployment. Those who estimated 
the unemployment after the war 
at 8,000,000 must also have “left 
Hamlet out.” For it has been 
shown, both in theory and practice, 
that inflation absorbs the unem- 
ployed. Another problem is that 
of strikes. These are promoted by 
inflation. The price of labor seeks 
adjustment to the raised price 
level. If labor is not alert it loses. 
That has happened to our teaching 
profession with the result, inci- 
dentally, of a great loss of good 
teachers and a great loss of morale 
among those left. 


Another important matter may 
be mentioned—investments. Dur- 
ing inflation bond holders lose 
heavily. Their cost of living rises 
but their income from bonds does 
not. Yet to them these two facts 
bave no connection. They still 
think they had a “safe” invest- 
ment. No really safe investment 
can exist without a safe dollar. 


The Causes 


Why have we had these changes? 
What is the explanation? What is 
the causation behind all this infla- 
tion and deflation? I have told 
you inflaticn is when there is a 
plethora of money and deflation 
is when there is a shortage of 
money. In the Civil War times 
we had too much money, green- 
backs. They were issued to help 
pay for the Civil War. We actually 
used a printing press, printed ir- 
redeemable paper dollars and paid 
our soldiers in them. People do 
know that greenbacks depreciated 
because they measured them in 
terms of gold and gold didn’t de- 
preciate as much. 


But we had then a very small 
dollar, just about as small as it 
is today, in terms of greenbacks. 
Why did the dollar expand in 
those thirty years? Simply -be- 
cause, for one reason, we got rid 
of the greenbacks and began to 
redeem them. 


Then and there was a bitter 
fight between the greenbackers 
who were regarded as “soft 
money” men, not sound money 
men, on the one hand, and those 
who wanted “hard money,” on the 
other—gold or silver. There was 
also disagreement between those 
who wanted silver and those who 
wanted gold and those who want- 
ed the two together—bimetallism 
of gold and silver at sixteen of 
silver to one of gold by weight. 

Then came the so-called crime 
of 1873, where silver was demon- 
etized, though people paid very 
little attention to it at that time. 
So you could no longer take silver 
down to the mint and have it 
made into silver dollars; you could 
take gold, but not silver. As soon 
as we got back to the gold stand- 
ard, after we did get back, people 
looked back and said, “A law has 
been put over on us. It was a 
trick of Great Britain to get us 
on the gold standard and get us 
off the bimetallic standard of gold 
and silver at sixteen to one.” At 
any rate, the people that talked 
about the trick, or the crime of 
1873, were right to the extent that 
it added to the deflation and the 
increase in the size of the value 
of our dollar. 

That was 1873. The Resumption 
Act was passed in 1874, and-we- 
actually did resume on Jan; 1, 1879, 
so we finally got back to the d 


standard and when we did sé, e- 
never suspect it by reading about} tween the Civil War time and 


1878, the dollar hadgrewn con- 
siderably, and it didn’t stop. Why?: 


ee ause between 1879 and I897,, 





ld | became scaree, ‘the. maines: be-. 


gan to peter out, and the scarcity 
of goid continued. 

There was also another reason. 
Much of our currency was from 
wartime and in the United States 
it consisted largely of bank notes, 
national bank notes. In order to 
help pay for the war, we allowed 
the banks to issue what was called 
bond-secured notes. 

So that tied our government 
debt to money, and as our deb. 
was- paid off, the banks had to 
redeem the bank notes more and 
more until they finally disap- 
peared, practically. That was fur- 
ther deflation, reduction in the 
bank notes. 

I might go on to one or two 
other causes, but those are the 
chief reasons for that first mag- 
nification of the dollar in my Lfe- 
time between 1869 and 1897. 

That caused great distress to 
people who were in debt, espe- 
cially the Western farmers who 
had mortgaged their farms to the 
Easterners. That made a hard 
feeling between East and West. 
The farmers complained that the 
Eastern creditor was a Shylock, 
and that with the lower and lower 
prices of wheat they couldn’t pay 
their debts. There was a great dis- 
content. 

That was the history of those 30 
years. Then came the inflation 
again, and the dollar shrank down 
in the next 13 years to one market 
basket, the same as it is today. 
That was due to the fact that just 
after 1897 there came a gradual 
increase in the quantity of money. 
We had discovered gold in Alaska, 
in Cripple Creek, and in South 
Africa. We had a new method of 
extracting ores more quickly, the 
cyanide process. All that gave 
fresh impetus to rising prices, and 
prices began to rise. Then came 
the importation of gold from 
abroad, because when the first 
World War broke out in Europe 
in 1914 the paper money in 
Europe, in the various countr.es 
of Europe, had wartime inflation, 
as is always true during such 
situations. So we got more gold 
from abroad, and had more gold 
inflation. 

Then we went into the war our- 
selves, and had our own wartime 
inflation, just as in the late war, 
as you know, although little was 
said about it at the time—nothing 
almost. President Wilson spoke of 
it; but nobody paid much attention 
to it; they didn’t understand it, 
they didn’t try to understand it. 
So, as a result of all the causes I 
have mentioned, the dollar shrank 
again to one market basket. 

What is the explanation of the 
great change, when the dollar in- 
creased 50% in a single year, 
1920-1921? It stemmed from the 
fact that the people were so dis- 
contended over the “high cost of 
living,” as they called it, that they 
demanded that there should be 
something done about it by Gov- 
ernor Harding—not President 
Harding. Governor Harding, head 
of the Federal Reserve Board at 
that time, was stung to the quick 
by this criticism that he was do- 
ing nothing about it, that he was 
a “weak” man, and-he said, “I 
will show them I am not a weak 
man.” 

So he persuaded the Board to 
enter a period, consciously, of de- 
flation. I know one official who 
knew what that would mean, who 
shed tears ever it. He was Comp- 
troller of the Currency at that 
time. 

At any rate, it was done, and 
during that one year you had the 
fall of prices, as I have said, and 
the rise in the-dollar of 50% ina 
single year, and the sharpest de- 
pression in one year we ever ex- 
perienced. 


That was checked by the great- 
est banker this country has ever 
seen,» Benjamin Strong, head of 
the Federal Reserve Bank of New 
york City. “He ‘invérited what is 
‘ealied the “Open market opera- 
tions, for the purpose of stabiliza- 
tion.” Open market operations 
had been:authorized by the Fed- 


eral Reserve Act when it was! 


| passey. ? hut | only 25 2a help . to! 





bankers in doing their businesg 
with no thought tor stabilization: 
but Benjamin Strong saw that he 
could stop this deflation, and he 
did; simply by injecting more 
money into circulation. He found 
that with the cooperation of the 
heads. of the other four big Feq- 
eral Reserve Banks, those of Bos- 
ton, Philadelphia, Cleveland, and 
Chicago, he could. regulate the 
quantity of money and therefore 
regulate the value of the dollar ang 
keep it in pace with business. He 
put money in circulation by buy- 
ing government bonds in the 
open market. That is, he got the 
bonds and those who sold them 
to him got the money. That money 
went into circulation, and that is 
what was needed. It stopped it 
almost overnight; it stopped that 
deflation almost overnight, and 
this money management lasted as 
long as he did. We stabilized for 
the first time and the only time 
in the history of the United States, 

When he died in 1928, it died 
with him, and the stock market 
crash came the next year. I think 
the stock market crash would have 
come anyway, to some extent, but 
the deflation that came after the 
crash was a separate matter and 
need not have come at all. Streng 
could have coped with it just as 
he did with the deflation of 1920- 
1921. 

We had a wonderful prosperity 
during those eight years of 
Strong’s management. There was, 
naturally, speculation during that 
period, as there always is. You 
always have speculation where 
there is prosperity, whether it is 
because of the growth of railroads, 
new land, or whatever it is. It is 
inevitable that people will get 
caught in debt; and unless the 
dollar is very stable and helps 
them by reducing its value all the 
time, these people will naturally, 
many of them, become insolvent. 

But the general fail of prices that 
followed after 1920-1930 was quite 
unnecessary. That was due to the 
bankers, not realizing what they 
were doing and thinking, that 
after being very considerate with 
the speculators after the crash, as, 
in fact, they should have been, 
a year or two after the stock- 
market crash they began to think, 
“We want now a general liquida- 
tion.” The word was passed around. 
They thought it would clear the 
air to have a general liquidation. 
They were right as to liquidation, 
but unfortunately, just as the 
bond-secured currency tied gov- 
ernment debt to bank notes, so by 
our present system of banking we 
have a perpetual tie-up between 
the quantity of money and bank 
loans. If you look at any bank 
statement, you will find that the 
bank loans and investments will 
be almost the same in amount as 
the deposits, the checkbook mon- 
ey. As long as we have our sys- 
tem of banking such that our 
checkbook money is tied to these 
debts to banks, you can’t have 
stable money unless you have 4 
stable volume of debts. That tie- 
up is the great defect in our pres- 
ent system of demand-deposits. 

So when the liquidation of the 
banks occurred, all with the best 
of intentions by the banks, it not 
only reduced the debt, but shrank 
money. 

I want again to emvhasize the 
fact that the crash of 1929 and the 
deflation thereafter were tw? 
distinct things; the latter at least 
could have been prevented. 

The quantity of money shrank 
between the stock market crash 
and the bank holiday of March 
1933, when Roosevelt came !"; 
from $22. billion to $14 billion. 
From $22 billion to $14 billion in 
two-and-a-half years! That is 4 
tremendous change. So, betwee? 
1929 and 1983 the dollar doubled 
in its value because of this_m/>5~ 
taken policy of liquidation. It re- 
peated the:felly of 1921. 

If eight out of every twenty- 
two miles of our railways wert 
destroyed, the newspapers wow’ 
be full of it. Yet-the destructio” 
of eight out of twenty-two dollars 
in our greatest highway of com- 
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merce occurs without being 
ixnown! This is because of the 
omnipresent money ilJusion. 

Then between 1933 and the 
present time, the chief reasons for 
the inflation from which we are 
now still suffering were as fol- 
lows: 

The shrinkage of the dollar from 
three market baskets to one mar- 
ket basket in only 14 years was 
chiefly due first to the policies of 
Roosevelt. He tried government 
spending. This wasn’t, as most 
people think, the fact of the gov- 
ernment spending. When you have 
government spending money, it is 
trom taxes, or money from people 
who have invested pre-existing 
money in bonds. You then have 
no increase in the money supply 
and government spending doesn’t 
shave any effect as to inflation or 
cdeflation. 

But, when new money is creat- 
cad, then you have inflation, and 
ynew money was created, not only 
‘during the depression but long 
cafter. So we have had this great 
inflation during these 14 years. 
_Even after the war ceased we had 
iit, because bank loans increased; 
‘also another reason was because 
yorices were held down somewhat. 
‘The record hasn’t been altogether 
wight -because there were short 
weights and measures, there was 
substitution of lower qualities, 
there were up-gradings of goods, 
and many things. that deceived 
weople into thinking that we had 
less inflation than we actually 
did have. It was chiefly the other 
westrictions, such as rationing and 
so forth, which had the effect of 
holding back money, this money 
mow being released. Another rea- 
‘son was the reduction in the 
—— of the gold dollar—41% in 

Those are the chief reasons for 
these different movements. 


The Evil Consequences 

What of it all? What harm does 
it do? 

A great deal of harm; more 
harm than anything else, econom- 
ically. This is the biggest economic 
problem in the world today, as it 
has almost always been, the prob- 
tem of inflation and deflation. It 
is also the most neglected. 

In the first place, when you 
have inflation it robs the creditor; 
he gets less. The creditor includes 
the savings bank depositor. So a 
‘savings bank depositor, usually a 
poor man, thinks he is getting 3%, 
or 2% now, on his money. He has 
really been getting nothing—less 
than nothing—because his prin- 
<ipal has been shrinking faster 
than the interest that he is getting, 
but he doesn’t know that because 
he always thinks of the dollar as 
Still the same dollar. 

Bondholders are losing the same 
way. So are all institutions de- 
pending largely upon bonds, like 
Yale University, all other univer- 
sities, hospitals, churches, founda- 
tons, salaried people. That is 
primarily a matter of bonds. They 
suffer losses whenever there is 
inflation. 

When there is deflation the op- 
Posite occurs. 


3 Then you rob the debtor, and 

the debtor” includes the busi- 
messmen because almost all busi- 
naetee are in debt, and should be. 
— they don’t realize what is 
+ pPpening when you have defla- 
on, and thus they are apt to go 
ankrupt; not because of any fault 
ee their own but because the dol- 

rshas: been changed in such a 
‘way that: they can’t make money 
any more, 


That. applies to the common 
Stockholder; for his company is 
‘n debt. to the bondholder, the 
salaried) man, the workman, the 
idiordi: perhaps — people who 
Jave incomes fixed, or nearly so, 
in dollars, 
i That applies to the teachers to- 
then They soon find they suffer 
tho the inflation period, 

ough only a few know the real 
cause, 

That is, inflation helps one set 
b people and hurts the other, and 

eflation does the opposite. 





That is the way of it i : 
Place, but that isn’t all. an 
eftect is not only the injustice of 
taking wealth from one set of peo- 
ple and transferring it to others. 
{ won't stop to Specify, but on ac- 
count of the money illusion, peo- 
ple always attribute this to some- 
thing else. They don’t attribute it 
to the inanimate object, the dollar, 
they attribute it to some con- 
Spiracy against them, something 
mysterious, something wrong 
somewhere, and they turn out the 
party in power, particularly. So 
you have discontent, and that 
makes radicalism, just as populism 
grew during that first period in 
the chart and disappeared over 
night after the turning point in 
1846; just as Bryan was nearly 
elected in 1896 and the tide turn- 
ed against him in 1897 because 
then came inflation instead of the 
30 years and more of deflation. 

So, if you follow the political 

effects of this alone, you find that 
they were quite serious, and the 
effects of radicalism. After the 
second period, that from 1894 to 
1920, you turned out the party in 
power in 1920. People were claim- 
ing that Wilson was to blame, so 
they wouldn’t elect Cox, who was 
a Democrat, and they put in 
Harding. 
_ And in 1933 we had a big polit- 
ical overturn. Hoover came in with 
great popularity in 1925, and was 
turned out in 1932. Thus came 
Roosevelt. 

When Hoover was first nomi- 
nated, I made a beeline for his 
office and I said, “Mr. Hoover, if 
you allow either great inflation or 
deflation to occur during your ad- 
ministration, you are out.” And 
that is what happened. 

Not only was there great dis- 
content here, but also in other 
countries. It was true in Germany. 
So the Weimar republic went out. 
People in Germany during this 
deflation here, caused a depres- 
sion by deflating the value of the 
mark, and caused great discontent. 
The deflation caused bankruptcies 
of a good many businessmen all 
over the world. Many shut up 
shop. causing unemployment, and 
the biggest factor in unemploy- 
ment is deflation, always. The 
biggest factor in absorbing the un- 
employed is inflation, and one- 
third of the working men in Ger- 
many were out of work, and that 
“made” Hitler politically. That 
was one of the biggest factors, I 
mean. 

Of course, I am simplifying 
now; I am just showing the one 
thread of inflation and deflation 
all the way through. 

The personality of Hitler was of 
course of a part of the whole his- 
tory, and a great many other 
things, but Hitler would probably 
never have come to power if it 
hadn’t been for the unemploy- 
ment and the deflation; and the 
deflation wouldn’t have occurred 
if you had had the deflation 
checked as it was in the 20’s under 
Benjamin Strong. 

That was one of the biggest 
factors in bringing in the World 
War, this second World War, and 
the aftermath which is with us 
yet. 

What Next? 

We may have a repetition of 
this in the next few years, which 
is I think, considerably more like- 
ly than the opposite. We will have 
radicalism in this country. There 
will be Communism, and that will 
mean a Russian ideal ruling in- 
stead of the ideals of America, the 
free enterprise system. 

So this is pretty serious busi- 
ness, gentlemen. You see, when 
you change ihe value of the dol- 
lar, it is equivalent to changing all 
the units at once. When you re- 
duce the quantity of money from 
$22 billion to $14 billion, as hap- 
pened between 1929 and 1933, it 
is equivalent to the opposite 
change, this doubling of the dol- 
lar, it is equivalent to cutting in 
half the yardstick, the pound 
avoirdupois, the kilowatt, and all 
the ether units on the other side 
of the eeunter. 

You wouldn’t stand for .that. 


‘is a sale of future dollars, and we 


Only what we now do is worse, 
worse for two reasons. In the first 
place, it applies to everything 
whereas these others only apply 
to some of the things..In the sec- 
ond place, people would see it and 
understand it and take account of 
it as far as they could, and remedy 
it. But, when the dollar changes, 
on account of the illusion, they do 
nothing about it. 

There is a third reason that is 
even more important, namely, 
that contracts for future delivery 
are made in terms of dollars far 
more often than they are made in 
terms of bus_ness futures, and all 
that. We do sell wheat futures 
and other futures, but every debt 


are gambling on the dollar every 
time we make a debt, we are gam- 
bling on what the value of the 
dollar will be, every time we 
make a debt. 

_ So the instability of the dollar 
is worse than all of the combined 
instabilities of all the others put 
together. That is the way of it. 
What next? Nobody knows. I am 
not going to try to be a prophet 
tonight. 

There are three things that may 
happen. We may have great in- 
flation. I know one very intelli- 
gent banker who studied this 
problem, perhaps more than any 
other in the country. I won’t men- 
tion his name because he wrote 
me confidentially his opinion. He 
thinks we are going to have a ter- 
rific inflation after this. The rea- 
son is this: The bonds held by 
banks now, half of them nearly, 
are short-term bonds, turning into 
cash very soon. That cash can be 
made reserve, and under our sys- 
tem where only an average of 
16% reserve is required, you can 
multiply the bonds by six and get 
six times as much checkbook 
money. We have now got $85 bil- 
lion checkbook money, and that is 
four times as much as 1929, and 
we could have six times that, 
which is 24 times as much as 1929, 
which was supposed to be a high 
year. That would be terrific in- 
flation. 

I myself do not think that is 
nearly as likely as a second pos- 
sibility, namely, that after a few 
years there will be an idea of 
liquidation similar to that of 1920, 
which caused that sharp depres- 
sion for one year and was checked 
by Benjamin Strong and partly by 
other causes. So you may have a 
deflation caused particularly by 
liquidation, similar to that of 1929 
to 1933, and the depression years. 
If you do, you will have Com- 
munism as one of the results. 

We have the third possibility, 
and that is what I have been 
working for, the passage of a bill 
in Congress to stabilize the dol- 
lar and give us a unit of value 
that is a real measure of purchasing 
power. If that were done, we 
would get rid of inflation and 
deflation practically both at once. 

How can that be done? There 
are two major parts of the remedy. 


One is to restore the open mar- 
ket operations as used by Gover- 
nor Strong. I pleaded with Gov- 
ernor Strong to get him to en- 
dorse the bill we then had before 
Congress, which was simply to 
have the government take over 
that process of using open mar- 
ket operations and doing what he 
was doing by doing it openly and 
efficiently and by law. He said, 
“Don’t do that; for God’s sake, 
don’t do that. If you do that, I am 
going to resign.” He said, “I am 
doing pretty well, but it may be 
by good luck, but if I am out in 
the limelight and held respon- 
sible for this, I can’t stand it. I 
don’t want to take the responsi- 
bility.” 

I said, “Governor Strong, I 
trust you as long as you live, but 
you won’t live forever. It will die 
with you, I am afraid.” 

That is what happened. His 
successors didn’t understand it 
enough. He hadn’t succeeded in 
doing what should be done to get 
them to make it a policy. 

There is one country that did 





Sweden, a very intelligent coun- 
try in general, and particularly in 
these matters. They sent a com- 
mittee over here to study whai 
Governor Strong was doing. They 
went back to Sweden and applied 
it immediately, in 1933, and for 
five years they stabilized the 
krona. They had an actual mar- 
ket-basket dollar in retail—so 
much fish, so much other things 
in the cost of living would con- 
stitute their krona. They kept the 
krona constant in internal pur- 
chasing power for five years. 
Then they gave it up. It was a 
success, a great success in fact 
Sweden got out of the depression 
faster than any other country, 
just as our country, when it had 
stabilization, had the greatest pe- 
riod of prosperity that it ever had. 

They gave it up because of the 
foreign trader, who didn’t appre- 
ciate the importance of this in- 
ternal stabilization of the krona 
but did see that it interfered with 
his business in London because he 
could see the market quotations 
of the pound sterling to the 
pound krona, and the pouna 
krona to the pound sterling, and 
he didn’t want to have his busi- 
ness interfered with in that way, 
and he didn’t realize what he was 
doing in insisting on making this 
change. Perhaps it was wise. 
Sweden is a small country and is 
dependent upon foreign trade. 

Certainly it would not be wise 
for the United States. 

In thinking of restoring it, they 
recognized it as a great success, 
but only as long as they could 
keep both internal and external 
stabilization going, which they 
did for five years. They were 
trying to ride two horses, and 
they jumped on the wrong horse 
from the standpoint of interna- 
tional stabilization. So they 
dropped it too. 

So we have had two successful 
experiments in stabilization, one 
in this country under Governor 
Strong and the other in Sweden 
It was officially put out by the 
government as the idea that they 
should keep the krona, too. 

I believe we have got in Con- 
gress some of the most intelligent 
men we ever had. I won’t go into 
particulars, but I was down there 
two weeks ago and I was amazed 
to see how several people in 
Congress understood this prob- 
lem, and how terrifically impor- 
tant it was. 

As to what is next, there are 
three possibilities: Inflation, de- 
flation, stabilization. 

In my opinion, inflation is not 
very likely, except the next few 
weeks, perhaps, a little, to com- 
plete the cycle we are now going 
through. 

Then, we are very apt to have 
deflation. < 

Stabilization seems to be very 
difficult because so few people 
even in Congress, understand it 
I have been trying to bring the 
motives to bear. I have written 
every Congressman, telling them 
that their party was put inte 
power this last election by infla- 
tion, because people were dis- 
contented with all the restrictions 
which had to be on account of in- 
flation, and that they would be 
swept out of power just as 
Hoover was when we had defla- 
tion, if we do have it very soon. 

If enough will study it seriously 
and understand the history of the 
thing, there is a fighting chance 
that the bill which I am trying— 
and the anti-inflation and defla- 
tion committee with me—to intro- 
duce will really do the trick. I 
feel, after having failed all my 
life to succeed in this endeavor. 
that there is only, after all, < 
fighting chance. 

The real problem ahead of us 
is deflation after a few years, de- 
pression, unemployment, discon- 
tent, radicalism, which in this 
case means Communism, Russian- 
ism in this country. 

I was talking tonight with a 
man in regard to a war with Rus- 
sia. I said “I think we should 
trust the organization, the United 





do it officially, and that is 


Russia will cooperate to the ez- 
tent of disarming. She has said 
she wants to. But even if that is 
done, if we have depression, we 
are going to have Communism 
growing inside this country, in- 
ternally, spread by the propa- 
ganda that Russia is having, and 
everywhere else. 

That isn’t a very pleasant pros~ 
pect, but I am trying to tell you 
what is likely to happen. 

The second important element 
in any proposed reform is to raise 
the reserve from the average of 
16%, not at the expense of the 
banks, but through processes 
which I will not attempt to de- 
scribe because I have already gone 
beyond my time considerably and 
should bring this talk to a close. 
But it has been worked out so # 
would be advantageous to the 
banks, not only because it wo 

be advantageous to all of us, amd 


as weil as others, without depres- 
sions, but directly and immedi- 
ately it would be of benefit to the 
banks. -Its greatest virtue is that 
it would sever that fateful tie be- 
tween our money supply and bank 


loans. 
Conclusion 


I am 80 years old. I will soon be 
passing off the stage, and I want 
very much to see this work con- 
tinued. During my lifetime I have 
spent at least $100,000 of my own 
money trying to help this cause. 
I bave now got the support of 1,- 
200 economists and economic spe- 
cialists, among them Owen BD. 
Young. I dedicated one of my 
books to him, “The Money Ile 
sion.” He then said, “You dort 
need to tell me about it. My ex- 
perience in Germany makes me 
understand what you are talking 
abcut.” There are several impor 
tant bankers, almost every banker 
who has made a real study of it— 
not many of them have-—includ 
ing W. L. Gregory, President of a 
bank in St. Louis, who is perhaps 
the greatest scholar on it in this 
country, and a number of other 
very distinguished people. We 
have now got lined up behind this 
project more mass force than we 
ever had before, and if by any 
chance we should succeed before 
we fall into the trap of Com- 
munism, it would be the greatest 
step forward that applied ece- 
nomics and business has ever ha@. 


We have also had trouble with 
radicals, and these radicals often 
know and understand this prob- 
lem better than most busines# 
men. Marx and Engels even back 
in their days, knew that every 
time we had inflation or deflation 
it was just what they wanted, # 
was their opportunity, and they 
will make good use of it when &# 
comes again, 

The Communists will come 
along and say, “The system of 
America of free enterprise is a 
failure, and produces depressions 
and unemployment. Give us Com- 
munism and we will see that 
everybody works.” That is the 
gospel they will be preaching. 

If, on the other hand, we are so 
fortunate as to solve this problem 
permanently, we will have the 
greatest and the least interrupted 
prosperity this world has ever 
seen. 


Maxwell Roberts With 
Otto Fuerst & Go. 


Otto Fuerst & Co., 57 William 
Street, New York City, members 
of the New York Stock Exchan 
announce the association with 
their firm of Maxwell B. Roberts. 
Mr. Roberts was formerly with 
Bendix, Luitweiler & Co. 


Edward A. Pollard to 
Open Own Inv. Firm 











in the securities business from 
fices at 30 Broad Street, New 
York City. Mr. Pollard was for- 





Nations, and develop it.” I hope 


merly with Ernst & Co. 


prosperity would help the banks 


Edward A. Pollard will engage , 
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again, further curbing profits and 
aggravating conditions because 
prices can no longer be advanced 
without seriously disrupting the 
consumer markets. 


The renewed sharp advance in 
commodity prices will cause an- 
other sharp rise in the cost of 


prices determine consumer buying 
power. Employment is at peak 
levels and, with continued large 
domestic and foreign demand for 
durable and semi-durable goods 
indicated, should remain at a high 
level for a considerable time to 
come. This makes for security of 
employment, a major factor in 


u}but the measure was vetoed by 
ae in “a0 years’ but despite aapperecident Truman, At that time 


the distant cotton futures are sefl- 
ing at considerable discounts from 


the current months and at prices 


well under the highs of last year. 
And so with the other major 
commodities. As the supply in- 


the Philippines wags still a Com- 
monwealth, and legislation affect- 
ing currency was sibject to fed- 
eral approval. There was some 
legal. doubt as to the validity of 
the veto. It was cléimed by cer- 
tain prominent. Manila lawyers 


Ambassador McNutt. has already 
succeeded in securing concessions 
from the Filipinos. Some of these 
are: (1) Filipino laborers were 
allowed to be exported to Hawaii 
to work in the territory’s sugar 
industry, although this may ulti- 
mately kill rehabilitation of the 


: ilippine sugar industry itself; 
, : ices will taper off. . ; Phi , , 

living, accelerating the demands ; ill aac nds that the bill did affect cur-|}(2) Philippine scouts were al- 
for higher wages and then... pay meant me Paneer Rode ‘gatiadh ae preegtiscerse penta rency for it merely regulated | lowed to be recruited for the pur- 
ust. 


Have you had enough? These 
are only the pattern of the major 
diseases, but there are those 
who will give you a score of 
others, of the common-cold va- 
riety. But, maybe you too have 
succumbed to this fearsome re- 
view and are now thoroughly de- 
pressed. So let’s go on with the 
story and subject these various 
contentions to careful scrutiny. 


Foreign Situation Can Be 
Repaired 


Foreign conditions are bad but 
not beyond repair if America ful- 
fills her role with destiny. The 
British weakness is no longer a 
hush hush affair. Its serious 
plight is known and the British 
people have now been told the 
truth as to the future. They 
should receive all possible aid and 
assistance in readjusting their po- 
sition to realities. This lion- 
hearted people will undoubtedly 
respond again as they have in 
the past and emerge a lesser but 
solvent world power. It is also 
reasonable to believe that this 
country, emerging as the most 
powerful force in the world, will 
be able to use its position intelli- 
gently enough to aid world recov- 
ery and maintain its dominant eco- 
nomic position. Europe and the 
Far East are like fighters that 
have been floored for long counts 
and are emerging from their 
coma, groggy but capable of 
a return to renewed vigor with 
proper care and guidance. If one 
takes a purely coldblooded view- 
point of our relation to foreign 
affairs then it seems to the writer 
one might consider the fact that 
there is only one real source of 
supply for world rehabilitation 
and that is here. What the world 
cannot pay for we can extend 
credit for, thereby assuring a con- 
tinued large export business for 
some time to come. In evaluating 
the relationship of the rest of the 
world to our economic wellbeing 


ly are expected to decline as pro- 
duction rises. The trend is already 
discernible of the intent of lead- 
ing manufacturers to reduce prices 
despite capacity operations and 
huge backlogs of orders. The com- 
ponents of buying power point to 
the diametrically opposite conclu- 
sion of that of the doubting Thom- 
ases. There is and will continue 
to be consumer resistance to high 
prices but merchants will tell you 
that the resistance is primarily in 
low-grade merchandise that still 
commands high prices. That is 
healthy. The day is gone when a 
good-natured public will take 
anything offered them and at any 
price. “Retail stores have been 
selling slow moving items for 
what they will bring, thereby 
strengthening their inventory po- 
sition for the large demand that 
lies ahead for better quality 
goods. Production and competition 
will take care of prices and good 
merchandising will take care of 
profits. For many months past 
management, fearful of unbal- 
anced inventories, adopted a much 
more conservative buying policy, 
and this had made for a healthier 
inventory condition. 


Profit Break-Even Points 


As to break-even points, they, 
of course, vary widely according 
to efficiency of management and 
the degree of labor costs to the 
total. Again, the best answer to 
the exaggerated theories pro- 
pounded on this matter is to be 
found in an analysis of corporate 
statements. Many leading corpo- 
rations amply demonstrated in 
1946, during periods of produc- 
tion between 60% and 75% of 
capacity, their ability to break 
even at the lower range and to 
earn substantial profits in the 
higher range. Many of these com- 
panies are now operating at or 
close to capacity and man-hour 
productivity is steadily increasing, 
so that it requires no great stretch 





of the imagination to estimate in- 





ation indicates that we are close 
to the peak of living costs and 
wages rather than that a new up- 
ward spiral is in the making. 


Farmer Is Protected 


Lest it should be deduced from 
these observations on farm com- 
modities that there is a danger of 
a decline of the proportions of 
the early ’20s, it should be re- 
membered that the farmer is pro- 
tected by a two-year guarantee of 
90% of parity prices following 
the official termination of the 
war. While this does not mean 
that commodities will not or can- 
not fall below parity, it does mean 
that so long as the farmer can 


turn over his corn and wheat to 


the Government at 90% of parity 


prices and his cotton at 924%.% of 


parity there will be no necessity 
for him to dump this produce on 


the market and the absence of 
this selling pressure will act as 


a great stabilizer on commodity 
prices when, as and if they de- 
cline to parity prices. 


Seeing Is Believing 


So the old adage goes, but it is 


hard to believe what you see 


when you weigh all of the factors 
that make for security prices. 
Corporation after corporation re- 
ports record earnings. Heavy in- 
dustries are swinging into high 
and give promise of adding their 
weight and power to prosperity 
Manage- 
ment attests to its confidence in 
the future by many declarations 
of higher dividends and large cap- 
If securities 
were booming and yields were 
subnormal there would be ample 
justification for real concern. But 
the stocks of many good com- 
panies are selling at 3 to 6 times 
1946 earnings and are likely to 
earn more this year. Prime heavy 
industry stocks are selling at 6 
to 10 times indicated 1947 earn- 
All of this after six years 
of flush earnings during which 


with record earnings. 


ital expenditures. 


ings. 


creditor-debtor relations, but no 
case reached the courts as every- 
body thought that -a possible ju- 


‘dicial finding favorable to the 


Filipinos might be deemed in 
Washington as a challenge to the 
assertion of its authority. 

President Truman’s disapproval 
of the bill was based on strong 
representations made against it by 
Paul Vories McNutt, then the 
United States High Commissioner 
to the Philippine Commonwealth, 
and now American Ambassador to 
the Republic. A similar bill was 
presented last year to the Philip- 
pine Congress. Approved in com- 
mittee over the objections of 
American and British banks, the 
measure was afterwards tabled, 
presumably upon instructions of 
President Roxas as head of the 
party in power. It is generally 
believed in the islands, but pos- 
sibly without basis, that President 
Roxas was compelled to issue the 
corresponding directive by Am- 
bassador McNutt. As a senator in 
1945, President Roxas voted for 
the validation of payments made 
with the Mickey Mouse. But the 
islands were impoverished by the 
war, both from Japanese looting 
and incendiarism and American 
bombing and shelling, and Presi- 
dent Roxas knows that he cannot 
run his country without help from 
the United States. 

The Filipinos are to be pitied 
for being weak; they have practi- 
cally no bargaining power at all. 
When the Japanese took over from 
1942 to early 1945, the invaders 
bargained for political collabora- 
tion with the physical security of 
the people. The Filipino leaders 
had to capitulate, and they are 
now facing treason charges. After 
the Americans reconquered or lib- 
erated (depending on the individ- 
ual Filipino’s point of view) the 
islands in 1945, Ambassador Mc- 
Nutt has tantalized the Filipinos 
with economic rehabilitation, and 
although the Philippine Rehabili- 
tation Act passed by the United 








poses of the American. occupation 
of Japan at less than half the cost 
of .maintaining American troops; 
and (3) American Military bases, 
where American Military person- 
nel are immune from Philippine 
laws, continued although no defi- 
nite agreement has as yet been 
concluded. These bases, inciden- 
tally, are now proving a thorn in 
Philippine-American relations he- 
cause of abuses committed by 
American Military personnel 
against the native population. 


Historical Phase of Japanese 
Currency 


The _ historical phase of the 
Mickey Mouse may be roughly 
given as follows: Shortly after 
the Japanese entered Manila on 
Jan. 2, 1942, the Commander-in- 
Chief of the invading forces issued 
a proclamation ordering the cir- 
culation of the Mickey Mouse, 
then in denominations of Ic, 5c, 
10s, 50c, Pl, P5 and P10. The order 
specified severe penalty for all 
persons obstructing the circula- 
tion of the notes. As could be ex- 
pected, there were some who rc- 
fused to accept the Mickey Mouse 
as legal tender in the early days 
of the occupation. ‘These were 
manhandled by the Japanese when 
apprehended; some actually died 
in prison. In the end, the Japan- 
ese, aided by the inadequacy of 
“genuine” currency, were able 1° 
secure universal acceptance for 
the Mickey Mouse. : 

By the end of 1942 and the 
beginning of 1943, the Japanese 
Military Administration required 
all banks, excepting the Philip- 
pine National Bank, to exchange 
for the Mickey Mouse all “genu- 
ine” notes which they ‘held. The 
order was carried out without the 
public obtaining knowledge of it- 
When it became evident that the 
Japanese were gathering in Phi!- 
ippine Treasury Notes, these be- 
gan to acquire a higher exchanse 
value over the Mickey Mouse. The 
latter was bad currency which 
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was forcing out the good, By mid- 


1943, ail business transactions 
were done with the Mickey 
Mouse. 


The war was upping the cost 
of. living, and the rising prices 
forced the Japanese to spend large 
sums of money for such supplies 
as they wanted to secure from the 
islands. A new issue of the Mickey 
Mouse appeared, bearing the pic- 
ture of Rizal, in denominations of 
Pl, P5, P10 and P100. In 1944, 
when prices of iron and machin- 
ery in general went soaring up, 
the Japanese had to issue P500 
notes, By that time, inflation was 
a fact. While actual and depend- 
abie figures are not available, it 
may be assumed that the Japan- 
ese must have dumped from P2 
to P3 billions of the Mickey Mouse 
into the Philippines. To secure 
much needed war material and 
foodstuffs, the Japanese were pre- 
pared to pay fabulous prices. 
Should they win the war, the 
vanquished would be made to foot 
the bill; if. they lost the war— 
well, all would have been lost 
anyway. 

The creditor class in the Phil- 
ippines which would naturally be 
adversely affected by the valida- 
tion of payment of prewar credits 
with the Mickey Mouse may be 
divided into local and foreign. The 
latter is vocal in its protest against 
validation; the former is silent, 
but wishful. Reason for local cred- 
itors’ resignation to validation may 
be given as follows: Many local 
creditors demanded payment of 
their credits in the early days of 
the Japanese occupation, and for 
them to claim now that payment 
was void would be inconsistent. 
Moreover, in the early days of the 
occupation, even the Mickey 
Mouse was scarce, and local cred- 
itors who were paid with it were 
able to take advantage of low 
prices and were able to reinvest 
the payments. Invalidation, fur- 
thermore, might well mean the 
annulment of all_ transactions 
made by local creditors with the 
Mickey Mouse they had received 
in payment of their credits. Many 
local companies, led by the Phil- 
ippine National Bank, apparently 
also stand by validation. The feel- 
ing seems to be that invalidation 
of payments might appear simple 
as far as foreign creditors are con- 
cerned, but if pursued: to logical 
ends, it will take several years 
to readjust or unravel transac- 
tions originating from the receipt 
of Mickey Mouse in payment for 
prewar credits. If a mortgage 
creditor, for example, had re- 
ceived P10.009 in Mickey Mouse 
as payment for a prewar credit 
and he had used the money to 
acquire another property, he can- 
not retain the latter if payment 
to him being invalidated, he can 
again go after the original mort- 
Zagor. It would be akin to eating 
a cake and having it too. 


Liquidation of Foreign Banks 


Shortly after the Japanese came, 
foreign banks in Manila were or- 
dered liquidated, with the Bank 
of Taiwan, Ltd. acting as liqui- 
dator. Bank credits were collected 
and deposits were paid. The peo- 
Ple were made to understand by 
the Japanese that they had to pay 
or withdraw as the case may be, 
or else. . . . Specifically, the Jap- 
anese, in a letter dated May 3, 
1942, from the Military Adminis- 
tration Office, circularized the 
following: 

Re-Delinquent Payers 


We happened to notice that 
some debtors to a bank or other 
financial institution or insur- 
ance company has been failing 
to meet their obligation when 
matured and presented for pay- 
ment, with an allegation that 

ratorium Order will be is- 
sued in a near future. 

This Office has never thought 
of its issue and no idea about 
it. And if you know any person 
or client who. refuses to meet 

is obligation on account of 
this allegation, please inform us 
at once his name, address and 
the transaction concerned. 


occupation. 





Kindly note this allegati 
be considered as an ieinne: 
ment of the Proclamation dated 
January 2, 1942 as cited in Sec- 
tion.3 (4) and therefore offend- 
ers shall be liable to the penalty 
Stipulated therein. 4 


_ The foreign, especially th 

lish, banks claim that Pacreenea te 
their credits was void because it 
was made with the Mickey Mouse 
and because the Bank of Taiwan 
had no authority to accept pay- 
ment. Not to be wondered at, of 
course, was their ready aceptance 
of an order issued in 1945 by 
President:Osmena which validated: 
the payment of individual depos- 
its made by the liquidator bank: 


Filipinos Attitude 


The Filipinos maintain that the 
Mickey Mouse was not entirely 
illegal. Upon the outbreak of the 
war in 1941, both domestic and 
foreign banks in Manila deposited 
most of their securities and cash: 
assets with the Office of the 
United States High Commissioner, 
and these were sent to the United 
States. In the latter days of De- 
cember of that fateful year, people 
began depositing moneys into the 
banks for safe-keeping for gen- 
eral disorders were more or less 
anticipated. Thus, when the Jap- 
anese came to Manila on Jan. 2, 
1942, the amount of actual cash in 
circulation was relatively small. 
During the first days of the occu 
pation, many Filipinos underwent 
hardships. They had no money, 
and they could not withdraw their 
deposits for the Japanese invaders 
had closed the banks. In the cir- 
cumstances, the issuance of the 
Mickey Mouse was really a god- 
send for it set the wheels of trade 
functioning. again. When Japan 
invaded Manchuria during the 
Russo-Japanese war, it also re+ 
sorted to the use of Military Notes. 
Japan won that war, made good 
those Military Notes, and writers 
have acclaimed the action as con- 
sonant’ with International Law. 
The Filipinos invoke authors on 
International Law to sustain their 
point. The most quoted is Feil- 
chenfeld (Int. Eco. Law of Bel- 
ligerent Occ. p. 71), who has stated 
that “the occupant will normally 
leave in circulation the currency 
in the occupied region. More often 
than not, even payments for req- 
uisitions will be made in this 
currency, a supply of which is 
obtained through contributions. 
Complications arise if the cover- 
age of this currency has become 
inadequate. During the war .of 
1914-18 the Central Powers found 
such situations in several Balkan 
countries, 

In Belgium a similar situation 
was created when the Belgian 
Government removed the metal 
coverage of the national currency 
to London. If in such a contin- 
gency the local currency contin- 
ues to be used, an occupant may 
reorganize the national currency 
by appropriate methods, such .as 
the creation of new types and 
supplies of coverage.” The attor- 
neys for the foreign banks cite 
the statements on looting by in- 
flation made in July, 1943 at Lon- 
don by an International Law Con- 
ference. The part cited reads: 
“Looting by inflation. Nothing 
has been more devastating to the 
National economy of occupied 
countries than this form of loet- 
ing to which not even the faintest 
allusion is made in the Regula- 
tions (Hague), it being a new de- 
vice entirely out of keeping with 
the assumptions of the basis ‘of 
that document. The inflationary 
measures serve at the time the 
co-ordination of the monetary 
system of the occupied country 
with that of Germany (already 
heavily inflated) and the exploi- 
tation for the benefit of central 
Reich authorities of the available 
resources of the occupied terri- 
tories; they enter thus into a sys- 
tem of policy and government 
which is on another plane alto- 
gether than that of belligerent 


regulations. have to pay damages; 
but the very subtlety of the de- 
struction, thus wrought is such as 
to defy -ordinary attempts at as- 
sessing damages, altogether apart 
from the fact that no payment of 
money damages can repair the 
social and national damage suf- 
fered. The bank notes themselves 
which were carried to a third 
country during the occupation and 
are still located in a third country 
at the end of the occupation are 
in-such.a case invalid intrinsically 
or may be declared so as it was 
beyond the powers of the occu- 
pant to create-the inflation either 
directly or by means of the occu- 
pant controlled bank of issue.” In 
order to win their point, the for- 
eign banks would not differen- 
tiate subsequent inflation from the 
initial establishment of currency 
in occupied territory. 


Position Taken by the Foreign 
Banks 


The attorneys for the foreign 
banks in the Philippines have 
gone to the extent of claiming that 
any person who argues that the 
Japanese had the right to issue 
the Mickey Mouse should be con- 
sidered as-pro-Jap and, if they 
had their way perhaps, should be 
shot. Everybody concedes that the 
Japanese violated International 
Law through the inflation of the 
Mickey Mouse. But the Filipinos 
contend that the right to circulate 
it existed, and its subsequent 
abuse cannot nullify the right, 
especially so if the end in view of 
invalidation is to benefit foreign 
creditors to the prejudice of the 
people:of the forum. The position 
\of the -Filipinos seems to be bol- 
stered up by the fact that the 
Australian and American Govern- 
ments had also printed about 30 
million of the Mickey Mouse for 
use by their agents in the is- 
lands during the occupation. The 
American and Australian-printed 
Mickey Mouse also contributed to 
the inflation, and the Filipino 
people can hardly be penalized 
for its use of that currency. It 
might be all right for the foreign 
banks to argue against inflation 
if their own governments had-not 
contributed at all to the inflation. 
If an American operative had 
bought. P10,000 worth of rice in 
the Philippines in 1942 with 
Mickey Mouse printed in the 
United States, would it be just to 
invaiidate the payment to a for- 
ein bank of that same money for 
the settlement of a prewar obliga- 
tion incurred by the farmer in 
favor of the bank? If the payment 
to the foreign bank be declared 
invalid, can the farmer recover 
his rice? 

When the Italians conquered 
Ethiopia, they liquidated the Bank 
of Ethiopia, and their action was 
upheld by the English courts. Per- 
haps, following the same proce- 
dure and international precedent 
the Japanese attempted to liqui- 
date the foreign banks in Manila. 
To the foreign banks’ contention 
that the liquidation was void and 
that payments of bank credits to 
the liquidator were therefore also 
void, the Filipinos readily reply 
that the liquidation was legal for 
it was made necessary by the fact 
that the people’s money was tied 
up largely with the banks and 
unless the latter were liquidated, 
the national economy would have 
seriously suffered. One could eas- 
ily imagine what dire results 
would follow if one-half of the 
total U. S. currency outstanding 
should be deposited into American 
banks and the latter should re- 
main closed for a number of years 
with the resultant freezing of as- 
sets and deposits. What would, 
happen in the United States in 
that hypothetical case actually 
happened in the Philippines. The 
average Filipino expects that the 
average American, who is essen- 
tially not an imperialist, will un- 
derstand his plight and will con- 
cede the practical necessity of 
bank liquidation in the circum- 


stances, 
What is not generally known is 





“Under Hague Convention IV, 
bélligerents who transgress the 


bank officials, interned at Sto. 
Tomas University, had advised 
many bank debtors to pay pre- 
war obligations. Occupation was 
something new to the Filipinos, 
and most of them did not know 
what their rights were. Friends 
of the internees who could get 
to the latter through the grape- 
vine contacted bank officials for 
guidance. The advice to pay was 
promptly followed, for desistance 
could mean trouble. If a request 
from the Bank of Taiwan for pay- 
ment were refused, even if the 
debtor were known to be pos- 
sessed of the necessary Mickey 
Mouse, the refusal could be inter- 
preted as a hostile act, and the 
refuser could easily land in Fort 
Santiago, the torture headquarters 
of the Japanese Military Police. 
Those same officials now say tiat 
the Filipinos should not have paid 
and that, if necessary, they should 
have died for dear old National 
City or for jolly old Hongkong 
Bank. 

Most fair-minded Filipinos ac- 
cept the simple proposition that 
there is injustice for the valida- 
tion of a payment made to an en- 
tity other than the creditor him- 
self. It would indeed be unfair 
to the foreign banks if any of 
their credits should be deemed 
paid when the money used for 
payment was the Mickey Mouse, 
and this went to the liquidator at 
that and not to the banks them- 
selves. On the other hand, fair- 
minded people should also con- 
sider that the debtors who paid 
off credits in Mickey Mouse will 
also suffer damage if the payment 
of the credits be invalidated. The 
Mickey Mouse, during the occu- 
pation, had value. It was the only 
money in circulation, It was bad 
money, and it drove away the 
good. This is Gresham’s law that 
“bad money drives out good 
money.” But if one in possession 
of the Mickey Mouse parted with 
it, he parted with something. Take 
the case of President Roxas him- 
self. He had some money on de- 
posit with the China Banking 
Corporation. On demand, he drew 
on his deposits in the bank so he 
could pay a debt due another. If 
his payment is invalidated, he will 
lose the full extent thereof as his 
withdrawal 
with the China Bank is valid and 
binding upon him. 


The Filipinos also blame the 
foreign banks for having made 
their records available to the en- 
emy. If the originals of the rec- 
ords of the credits had been sent 
abroad together with the bank 
securities, and if the retained cop- 
ies had been destroyed before the 
entry of the Japanese forces into 
Manila, the bank debtors could 
not have been compelled to pay 
their obligations. It is claimed 
that there is no morality in mak- 
ing the basis for forced collection 
available to a savage foe, and ex- 
pecting the debtor to resist the 
demand for payment at the risk 
of physical danger to himself. 


Ambassador McNutt’s Proposal 


If payment of credits were the 
only question involved, there 
could perhaps be found a way of 
compromising the problem by ad- 
justing the loss which creditor and 
debtor should bear. Ambassador 
McNutt would want this compro- 
mise to be as follows: He would 
make a scale showing the relative 
exchange or purchasing value of 
the Mickey Mouse and the real 
Philippine peso during the entire 
period of Japanese occupation, 
and he would validate the pay- 
ments to the banks made with the 
Mickey Mouse only to the extent 
of the relative value of the Mickey 
Mouse compared to the real Phil- 
ippine peso at the time of the 
payment. The most important 
consideration against any such ar- 
rangement relates to the with- 
drawal of deposits during the oc- 
cupation. Everybody concerned, 
the foreign banks foremost, agree 
that deposits paid on behalf of 
the banks by the liquidator are 
valid. Majority of the Filipinos 





that during the occupation foreign 


of prewar deposits | 


validation of the withdrawal of 
deposits, the foreign banks are 
estopped from asserting the in- 
validity of the liquidation. But if 
the liquidation was valid, the pay- 
ment of bank credits should also 
be held valid. In other words, the 
Filipinos argue that the banks 
should not be allowed to claim 
invalidity of payments of prewar 
credits and at the same time claim 
validity of the withdrawal of de- 
posits. Liquidation is a single act 
involving collection of credits and 
payment of debts and if it is valid 
in respect of one, it should also 
be valid in respect of the other. 
The foreign banks, some claim, 
are guilty of obvious unfairness 
in seeking to benefit both ways. 
It seems to be a case of tails you 
lose, heads I win. 


Moreover, withdrawals of de- 
posits were possibly made without 
prejudice to the assets of the for- 
eign banks. That is to say the de- 
posits were paid out with the 
liquidator’s own money advanced 
by the Japanese Government. The 
assets of the bank have remained 
intact, and were not affected sub- 
stantially by the withdrawals. If 
deposits are validated, the foreign 
banks will be tremendously bene- 
fited, because they will retain the 
assets represented by the deposits 
but they will lose the correspond- 
ing liability to the depositors. If 
payment of credits be invalidated, 
the banks will have made money 
by reason of the occupation. Their 
assets will be intact; their liabili- 
ties will be lessened. It is for this 
reason that the banks are fighting 
tooth and nail for the invalidation 
of payments with the Mickey 
Mouse. The foreign banks, mostly 
non-American, vs. the Filipino 
people. If apprised of the situa- 
tion, what will be the view of the 
American public? 


Moore-Handley 
Stocks on Market 


Equitable Securities Corp., 
Paul H. Davis & Co., and John- 
ston, Lemon & Co., headed an un- 
derwriting group which on March 
12 marketed $1,600,000 of 5% 
cumulative $100 par preferred 
stock and 85,000 shares of $1 par 
common stock of the Moore- 
Handley Hardware Co., Inc., Bir- 
mingham, Ala. The preferred was 
offered at $100 per share and the 
common at $7.50 per share. Pro- 
ceeds from the financing will be 
applied to redeeming the entire 
issue of 44,000 shares of $3 cumu- 
lative $50 par preferred stock, 
with the remaining funds to ef- 
fect this retirement to come from 
the company’s treasury. This will 
leave the company with only the 
present issue of 5% preferred and 
575,000 shares of common author- 
ized and 500,000 shares outstand- 
ing. 

Moore-Handley is an outgrowth 
of a wholesale hardware and sup- 
ply business originally formed in 
1882. The company’s distribution 
area consists of Alabama and ad- 
jacent states. 


Earnings in recent years have 
shown an upward trend; net in- 
come, after all charges and taxes 
in 1945, amounted to $286,450 as 
against $276,604 in 1944. Last 
year net increased to $1,126,788. 

Directors have announced their 
intention to declare a dividend of 
15 cents per share on the com- 
mon, to be paid around June 1, 
and give consideration to continu- 
ing similar payments each quarter. 








Cavenee & Curtis to Be 


Formed in Chicago 
CHICAGO, ILL.—Clark M. 
Cavenee, member of the New 
York Stock Exchange, and Ken- 
neth Curtis are forming Cavenee 
& Curtis, with offices at 135 
South La Salle Street, effective 
March 20. Mr. Cavenee has been 
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‘America Has Stake in Austrian Reconstruction 


(Continued from page 1384) 


Austrian difficulties as a result 
of’ self-interest rather than in a 
spirit of humanity. 

Any attempt to present a fac- 
tual appraisal of conditions in 
Austria is greatly hampered by a 
searcity of statistical information. 
This is not an effect of technical 
inefficiency (in fact Austrian 
statisticians are highly regarded 
among experts in the field) but 
the consequence of present con- 
fusion. Moreover, there is little 
chance of measuring actual data 
against those of “normal” periods. 
In fact, there has never existed 
anything like a “normal” period 
since Austria was created in the. 
aftermath of the lost First World | 
War. Therefore, the discussion 
will, unavoidably, deal in certain 
aspects with “potentialities” 
rather than facts as can be sub- 
stantiated from statistical data 
either present or past.* 


In view of these unsettled con- 
ditions, the analysis will have to 
start from a number of reasonable 
2ssumptions; they are the founda- 
tion upon which all conclusions | 
will have to be built. Yet only a 
few of the most pertinent ones) 
will be discussed here. 











“overnment Credits Cannot Solve 
The Austrian Problem 


-The first assumption is that 
Austria will receive grants and 
joans from the Western ‘Allies 
which will tie her over the worst 
difficulties of this year and he- 
yond. But this assistance will fall 
short of full requirements to re- 
plenish depleted stocks of ma- 
terials, supplies and equipment. 
As a result, Austria like other 
European countries will have to 
rely heavily on her own resources 
Plus whatever assistance can be 
arranged from private sources. 
Thus these private contributions 
may be of utmost significance 
and spell the difference between 
success and failure. This proves 
the importance of a decision if 
such private investments should 
be made at all, to what extent and 
under what kind of terms and 
conditions. 


Second, there will be some kind 
of agreement on a treaty with 
Austria during 1947 which will 
result in a withdrawal of the oc- 
cupation armies or at least in 
their reduction to token forces. 


/many. 
‘longer exist, at least for some 


power, basic industries (blast 
furnaces, steel mills, paper andj; 
pulp mills, etc.) are in the western 
zones as well as the remaining 
part of manufacturing plants most 
of which are tied to the raw ma- 
terials they use. To be sure, most 
industrial corporations had their 
head offices in Vienna and their 
shares of stock were deposited 
with Viennese banks. .But posses- 
sion of offices and shares does not 
mean actual influence on plants 
located in the Western zones. 


Can Austria Be Made Self- 
Supporting? 

There has been a great deal of 
discussions during the last 30 
years as to whether Austria 
(within her present frontiers) 
would ever be self supporting. 
The argument has never been 
settled. A main reason was that 
the level of a country’s living 
standard is relative rather than 
an absolute fact. 


After the First World War, the 
Austrian living standard was con- 
spiciously low in comparison with 
her neighbors particularly Ger- 
This difference does no 


years to come. The difficulties of 
extricating the Austrian economy 
from the territories of which it 
had been a.part for such a long 
time were beyond a solution ac- 
cording to many expert opinions 
of the ’twenties. But separation 
has become a fact at last and 
there is little interest in joining 
the German economy even if this 
were possible. The people have 
finally adjusted themselves to live 
and work within the present 
boundaries. This is a very im- 
portant matter from a psycho- 
logical viewpoint. 

In the economic field there are 
some favorable and some _ un- 
favorable developments in com- 
parison with the period after the 
previous war. 


The Austrian. Oil Fields 


On the favorable side of the 
ledger, there is a significant ex- 
pansion of domestic productive 
resources. The much discussed oil- 
fields shall |\be mentioned first 
though they may not be the most 
important item, after all. Their 
present production is about 75,- 

tons monthly and this is 
probably not the limit. How much 


The Austrian government wil 
then be returned 


its full sov- 


1 of this output will be permitted 
,to benefit the Austrian economy 
|/remains to be seen. At any rate, 











ereignty over the country’s ter- 
ritory. However, any such treaty | 
will be dependent on Russian| 
consent. | 


Russia Will Continue to Have 
Strong Influence in Eastern 
Ss} Austria | 


‘Third, as a result, Russia will 
still have considerable economic 
interests in Austria regardless of 
the final outcome of the struggle 
on ‘interpretation of the Potsdam | 
Agteement when Russia was al- 
lotted all “German assets” in her) 
zone of occupation but without 
clarification regarding the scope. 
of the term “German assets.” 

However, it is important to 
keep in mind that the Russian 
zone includes a large section of 
Austrian manufacturing indus- | 
tries but is dependent on outside 
sources for raw materials. and 
food (the oilfields are the only 
exception). Sources of domestic 
taw materials including water 





*The monthly report of the 


American Military Government 


in Austria include a wealth of | 


data and information. But most 
of it refers to the American zone 
only and thie tire+- gharniv its 
usefulness. Those data which are. 
e@auy signitica. au reter to the 
whole country should be pub- 
lished in a condensed version and 


without delay (which is now con- |! 


siderable) for the benefit of 
students of Central European af- 
fairs. in this country, . 


oe 


| ments to a remarkable extent. 


| imports has been considerably re- 
, duced especially in the western 


| 


the oil fields represent an impor- 
tant new asset and should improve 
the Austrian balance of pay- 


Austrian water power resources 
have been greatly developed dur- 
ing the interwar period and there 
has been some additional expan- 
sion during the war. A consider- 
able portion of the output is ex- 
ported mainly to Germany. The 
country’s dependence on _ coal 


parts of the nation. There is still 
much room for a vast expansion 
of power production and increased 
exports if the large amounts of 
capital required should be forth- 
coming. 


New Industries in Western 
Austria 


Finally, there has been a sig- 
nificant increase of basic indus- 
trial production during the war 
in Western Austria particularly 
in the American zone of occupa- 
tion. The complex problem of 
these industries will be discussed 
later in this article. 


Great War-Time ‘Losses in 
Equipment and Manpower 


of Europe. Equally disastrous as 
the material losses is the loss of 


professional and managerial tal- 
ent. Many left the country after 
the Nazi invasion, many were 
exterminated or were victims of 
the war and others have been 
disqualified as Nazis. Similar 
difficulties are felt in all war- 
torn countries but they are par- 
ticularly serious in the instance 
of Austria which is so much 
dependent on foreign trade and 
has in the past derived a con- 
siderable part of her national and 
foreign exchange income as an 
intermediary in trade and finance. 
It will take a long time to make 
up these losses. unless assistance 
should be received from abroad. 


Obviously, Russian removal of 
industrial machinery and her 
claims for a large part of the in- 
dustry in Eastern Austria are 
greatly hampering efforts to re- 
habilitate and reintegrate the 
Austrian economy. 


Very serious are dislocations re- 
sulting from social and political 
changes in. countries which had 
close trade relations with Austria 
before the war. 


Former Grain Exporting 
Countries Need Imports 


Up to 1938, Austria was able to 
produce about two-thirds of her 
own grain requirements; most of 
her imports came from other 
countries of the Danube basin in 
exchange for manufactured goods 
from Austrian industries. On the 
other side, the Alpine regions of 
Western Austria had large sur- 
pluses of dairy products most of 
which was exported to Germany 
but were dependent on imports 
of feed stuffs. 


No food exports can be ex- 
pected from the Danubian coun- 
tries for the time being. Romania, 
“the bread basket of Europe” is 
suffering from terrible famine 
and has now received some emer- 
gency food supplies from the 
United States. Hungary and 
Yugoslavia, both former large 
scale exporters of food stuffs have 
applied for funds to finance food 
imports after the expiration of 
UNRRA. These three countries 
accounted for some 85% of 
Austria’s grain imports before the 
war and now are unable to make 
any contributions. 


(These fundamental economic 
changes. are not only the effects 
of war losses but also of shifts in 
the ownership of the tilled land. 
Hundreds of thousands of peasants 
have been transferred from one 
place to another, many efficient 
producers have been driven from 
their native countries. Large and 
well managed estates have been 
broken up and distributed to new 
owners who lack equipment, skills 
and often ability to adjust them- 
selves to new and unaccustomed 
conditions. )*+ 


All this results in spectacular 
reductions of production. The 
countries concerned, both former 
exporters and importers, try to 
get supplies from oversea sources, 
And the grain exporters lack uiso 
the industrial products they used 
to exchange for their agricultural 
surpluses. Thus the effect is an 
ever-growing dependency on out- 
side assistance to make up the un- 
avoidable results of political de- 
cisions. 


Trade With Germany Almost 
at a Standstill 


The situation of the countries 
which used to have large-scale 
trade relations with Germany has 
recently been given wide pub- 
licity by the Netherland Govern- 





On the unfavorable side are the 
| tremendous destructions and dis- 
‘locations resulting from the war 


and the depletion of stocks and | 


resources. which go far beyond pects for Agriculture in the Jan. 
anything. experienced after the 4 isstie of the London Economist 


ment. The case of Austria is verv 


| similar. Unless the conditions of 





a large section of the country’s | 


German trade relations with her 
neighbors are modified in the near 
future and especially the provi- 
sion for dollar payments changed 
(for all European countries are 
critically short of dollar ex- 
change) the effects will be serious 
for all countries concerned and 
gravely hamper European re- 
habilitation. 


The Coal Problem 


There is no need to elaborate 
on the paramount significance of 
the coal problem for European re- 
habilitation in general. Yet there 
are some special features in the 
case of Austria. The country used 
to get more than 80% of its coal 
imports from the Moravian- 
Silesian fields which are now 
withir; the territories of Czecho- 
slovakia and Poland. The Austrian 
market was important for those 
mines and their owners were ex- 
tremely active during the inter- 
war period in opposing any ex- 
tension of electrification of the 
Austrian railroads from that point 
of view. Now these sources have 
dried up almost completely. No 
Czechoslovakian coal is reaching 


Austria and very little from Po- | 


land. The country is dependent on 
Ruhr coal which is in short sup- 
ply everywhere in Europe. Aus- 
trian railroads, utilities and in- 
dustries are suffering from an ex- 
treme coal shortage. 


Austria has large stocks of iron 
ore and considerable quantities 
were exported to Germany and 
Czechoslovakia in exchange for 
coke. No coke is being imported 
now and as a result pig iron pro- 
duction had to be discontinued 
altogether; only in August, 1946 
was the first blast furnace put in 
operation with coke supplied from 
the steel combine at Linz. Aus- 
trian iron ore and steel produc- 
tion could make a considerable 
contribution to European recon- 
struction which to a large degree 
depends on sufficient steel pro- 
duction. But as a result of all 
these dislocations Austrian steel 
production is at a very low level 
and manufacturing industries are 
short of steel. 


These few case studies furnish 
ample proof how politics tend to 
dislocate accustomed trade chan- 
nels and to slow down production 
of much needed supplies. Eco- 
nomic considerations are pushed 
aside by political zeal these days 
to the detriment of innocent by- 
standers who suffer without being 
able to influence these develop- 
ments which, in turn, furnish 
some background information re- 
garding the unexpectedly high 
applications for assistance and re- 
lief directed toward the west. 


Austria’s Economy Can Be 


Rebuilt 
In spite of these enormous and 
often discouraging’ dififculties 


there is a reasonable chance to 
rebuild the Austrian economy and 
to restore gradually the pre-war 
living standard which was con- 
sidered low at the time but now 
appears to the people as some- 
thing highly desirable. The tempo 
and success of this rchabilitation, 
however, will be greatly influ- 
enced by the amount of foreign 
assistance Austria will receive 
during the next few years. 


There is no chance that govern- 
ment grants or loans may equal 
actual requirements; in fact there 
should be no need for such large- 
scale governmental activity. The 
required amounts, which are small 





+ cf. Danubian Outlook: Pros- 


by American standards, should be 
provided for by American busi- 
ness, There are good reasons why 
American business should under- 
take these investments which do 


not entail any unconscionable 
risk. 


It remains to be determined 





are at least not less favorable and 
‘preferably more favorable than 
those in other varts of Central 


First World War but, this time, for an interesting eye-witness re- Europe. In addition, there may be 


, affect almost the whole continent 


port on present conditions. - 


+ special -reasons~ that ~may -make 





investments in Austria particu- 
larly advisable to American busi- 
ness. 


Austria’s Key Position in 
Central Europe 


There is now almost unanimous 
agreement that the United States 
has a strong interest in a stable 
and economically sound Austria. 
This interest has developed in re- 
cent years only and is something 
new in the field of American for- 
eign relations. But it is well 
founded in the final realization of 
the key position held by Austria 
in the center of Europe a fact long 
recognized among Continental 
Europeans. This key position has 
become even more conspicuous in 
recent years. Once again, Austria 
is at the cross roads between East 
and West, politically, culturally 
and economically. The _ strong 
position Russia will hold as owner 
of many important Austrian in- 
dustries in Eastern Austria will 
have to be balanced by similar 
foreign investments in the Wes- 
tern part of the country if its 
political and economic stability 
shall be permanently preserved. 
Here is a spot where the free 
enterprise system has an oppor- 
tunity to prove its effectiveness 


‘and superiority to people who are 


doubtful or even hostile. 


Fortunately, there are suffi- 
cient economic reasons to justify 
investments in Austria in addition 
to those mentioned before. These 
investments, however, should be 
undertaken on the basis of a 
realistic appraisal of the situation 
as a matter of principle to avoid 
disappointments later on. The 
balance of payments between 
Austria and the United States 
holds a central position in these 
deliberations. For there is no 
hope for real multilateralism in 
Central Europe unless and until 
Russia and the countries asso- 
ciated with her agree to join. This 
is particularly true for Austria; 
for her economic ties will always 
be mainly with Central and 
Eastern Europe and no attempt 
to divert them to the West could 
succeed. Yet these difficulties 
should not present a final ob- 
stacle but they suggest care in 
selecting objectives and _  pro- 
cedures. 


Austrians in Favor of Foreign 
Participations 


The Austrian people will 
readily cooperate with foreign in- 
terests and probably more so than 
any other European nation. Aus- 
trians are not nationalistic in the 
sense of looking with suspicion on 
foreigners and foreign customs. 
On the contrary, they have been 
accustomed for centuries to adjust 
themselves to and to work with 
foreigners. The vast majority of 
Austrians are bound to the west- 
ern world spiritually, politically 
and economically. They have op- 
posed totalitarianism in the past 
and they will object to such forms 
of collectivism as may threaten 
individual freedom unduly. How- 
ever, they do not favor vigorous 
competition in the American 
fashion but rather some form of 
regulated cooperation like that 
advanced by the Catholic Church. 
There will be definitely no ob- 
stacles to American participation 
in the Austrian economy as long 
as the people feel that their part- 
ners want long-range cooperation 
rather than quick profits and ex- 





whether opportunities in Austria 


ploitation. American economic’ 
policies are closely watched 
abroad nowadays by those ‘who 
| oppose and resent them. American 
‘businessmen need to be aware of 
that situation and should avoid 
procedures that may give rise to 
justified complaints. 


‘Western Austria Suitable For 
Investments « =! 

American. investments. should 
be__concentrated in the western 
part of the country: Here are the 
‘Main sources of.raw materials and 
water power as well as the in- 
dustries based’ on those resources. 
~Moreover,. these_parts- of the 
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country-are much less dependent 
on trade with Eastern Europe 
than Vienna ‘and its environs. In 
addition, there is little doubt that 
Russia would resent any large 
scale infiltration of American 
capital into a region which she 
will continue to consider part of 
her sphere of influence. For the 
Vienna rail and road junctions 
are an integral part of the Russian 
defense system between Stettin 
and Trieste. But this Russian 
position will not necessarily inter- 
fere with the attempts to make 
Vienna a leading trading post 
between East and West; there are 
indications that the Russians 
would look favorably upon such 
a development. 

On the other hand, Russian in- 
terest in the western parts of 
Austria is almost non-existent. 
Moreover, this part of Austria has 
a common border with American- 
occupied Bavaria all the way from 
the Czechoslovakian frontier to 
Lake Constance. Even when 
American troops will have been 
withdrawn across the border, the 
very fact that they are so close 
on hand will not fail to increase 
confidence among American in- 
vestors and at the same time have 
a healthy influence on Austrian 
domestic. policies especially in the 
Western provinces. 

These parts of the country par- 
ticularly Upper Austria (now 
occupied by Americans) have in- 
creased their position within the 
Austrian economy during the last 
decade. Industrial capacity has 
been expanded considerably. 
Large plants for the production 
of steel, aluminum, nitrogen, arti- 
ficial fibers, etc., were constructed 
during the war most of them 
based on domestic raw materials. 


There have been proposals to 
dismantle these new plants or to 
reduce unduly their productive 
capacity in view of the fact that 
they were constructed for war 
purposes. However, those plants 
that can be readily used for peace 
time production should be kept 
in operation and fully utilized to 
the advantage not only of Austria 
but of all Continental Europe. If 
they should be kept under Ameri- 
can management and control there 
could be no suspicion of any pos- 
sible use for war preparation and 
these plants might form the nu- 
cleus for a large scale industrial 
development. in the center of 
Europe under American manage- 
ment and financed with American 
capital. 


There has also been a remark- 
able shift of population from 
Eastern Austria into the Ameri- 
can occupation zone (Austria’s 
“Golden West’). More than 50,000 
“displaced” zAustrians from the 
eastern part of the country are in 
the American zone, most of whom 
are being gradually absorbed into 
the local communities. Even a 
number of smaller plants have 
been “unofficially” transferred to 

e American zone with their 
equipments and their workers. 
These developments show more 
clearly the true feelings of the 
Austrian people than any “offi- 
cial” statements could do. 


Possibilities for Expanding the 
Austrian Balance of Dollar 
Payments 

As pointed out before, Ameri- 
Can Investments should be closely 
related to the balance of dollar 


ayments to avoid any clogging | 


of, transfer channels. Those in- 
vestments that may lead to an 
immediate expansion of that bal- 
ance, therefore, deserve particu- 
lar attention and shall be ex- 
amined first. 

Austrian raw materials that 
may be needed in this country 
naturally hold a leading place in 
these endeavors. Two Austrian 
raw materials may belong to that 
category. One is magnesite, which 
has always been among the most 
‘mportant Austrian export prod- 
ucts. Yet these exports had a 
tendency to decline during the 
decade before the war probably 
aS a result of changes in technical 


procedures. Only an ex in- 
bmg could determine por thn 

ncrease j i 
feasible n these exports is 

The other possible material for 
export is pulp and paper products. 
Austria possesses large forests 
in the Alpine regions: lumber and 
its products had always an impor- 
tant share in Austrian exports, 
but those to America were insig- 
nificant. There are certainly ob- 
stacles to any large-scale expan- 
sion of these exports. However, in 
view of the tremendous volume of 
the American market, an investi- 
gation would be worthwhile to 
determine which changes in 
Austrian production methods 
would have to be made to permit 
Austrian exports to fill a very 
modest quota of the American de- 
mand. Possibly, lower wages may 
be able to offset additional freight 
charges to the nearest sea ports if 
American capital and know-how 
could be made available. 

The second important group cf 
Austrian exports to America that 
may be capable of remarkable ex- 
pansion consists of novelties, 
leathergoods, knitted goods and 
other merchandise representing 
high artistic and professional skill. 
This production has always been 
concentrated in Vienna and has 
been mainly performed in small 
plants whose owners did not have 
sufficient capital and experience 
for any large scale export drive. 
Some American department stores 
had buying offices at Vienna but 
the total sales to the United States 
were hardly significant. Mean- 
time, a large part of the pre-war 
organization has been dissipated. 
A considerable number of the 
manufacturers have emigrated to 
this country and some were quite 
successful in resuming their pre- 
vious activities. 

It the experience of these men 
in the fields of production and 
selling could be associated with 
ample funds to finance raw ma- 
terial purchases and production, @s 
well as an adequate merchandis- 
ing effort in this country, there is 
considerable chance to open a 
large new supply of dollar ex- 
change for the benefit of the 
Austrian economy which, in addi- 
tion would take advantage of em- 
ployment possibilities for a great 
many people in Vienna. 

Tourist traffic is a third item 
that may be expanded quite con- 
siderably. In the past, Austria had 
only a very small share in the 
expenditures of American tourists 
in Europe. The customary Euro- 
pean tour did not include Austria 





.but was restricted to Western 


Europe and Italy. Only the Salz- 
zurg Festivals attracted a larger 
number of Americans during the 
’thirties. During the war many of 
the pre-war facilities, which were 
already inadequate by American 


standards, have deteriorated still 


further. 


An American organization 
which would guide Americans to 
Austria and, at the same time. 
would invest the necessary funds 
for constructing up-to-date facili- 
ties could earn large profits to 
American promoters and investors 
as well as to the Austrian balance 
of payments. 

In all the cases discussed so far, 
there would be no transfer risk 
to the American investors. For 
payments would be made in 
America in U. S. dollars and the 
American organizations would 
thus be in a position to deduct 
their share in advance before 
freeing the remaining profits for 
transfer to Austria. Moreover, 
these profits might serve as con- 
venient collateral to secure other 
American investments in Austria 
which would not lead immedi- 
ately to the creation of dollar 
balances. 

There may be many more pos- 
sibilities for expanding Austrian 
exports to the U. S. But those 
mentioned seem to be the most 


important ones which could be 
developed within a comparatively 
short time. Moreover, these im- 
ports would offer no material 





\ competition to American produc- 
tion and thus should not meet any 
opposition frum that camp. 


American Branch Plants in 
Austria 


_ A second group of American 
investments would not be de- 
signed to improve directly the 
Austrian balance of dollar pay- 
ments but rather strengthen the 
Austrian economy by expanding 
the use of domestic resources of 
materials and manpower. This, in 
turn, may lead to an increase in 
Austrian exports and a general 
improvement of the living stand- 
ard. American investors and in- 
dustrialists, on the other hand, 
may find a profitable outlet for 
their funds and products without 
undue risks as long as their in- 
vestments are kept within appro- 
priate limits. 

American investments may be 
based on such domestic resources 
as water power and iron ore. 
Only a portion of the former have 
been exploited so far. European 
sourees of water power are limited 
and with declining output of coal 
mines the demand for additional 
power is almost unlimited. By 
providing capital and _ technical 
skill for the exploitation of Aus- 
trian water power resources, 
Americans could make quite a 
remarkable contribution toward 
the revival of Europe’s economy 
and, at the same time, gain an 
important foothold in one of the 
key spots of that economy. 

The Austrian iron and steel in- 
dustry holds a position similar to 
water power. With additional 
funds and know-how available 
from America, this industry could 
be rehabilitated and expanded for 
the benefit of the whole continent 
which needs such large amounts 
of steel for reconstruction. As 
pointed out before, American in- 
fluence upon industries like steel, 
aluminum or nitrogen production 
would be the best safeguard 
against any conceivable abuse of 
these basic industries. 


In connection with steel and 
aluminum, the organization of 
American branch or assembly 
plants may be attractive to manu- 
facturers of durable goods who 
require large export outlets for 
their products. These plants could 
be designed to serve all of Cen- 
tral and Southeastern Europe. As 
many parts as possible should be 
produced from Austrian domestic 
resources, if cost calculations 
should make this feasible, to inte- 
grate the plants into the Austrian 
economy to the largest possible 
extent. 


The small European countries 
of Central and Southeastern Eu- 
rope will not be able to produce 
durable goods at prices that could 
attract mass markets. By using 
modern American techniques this 
aim may be gradually approached 
to the great advantage of all 
Europe. 


Free Enterprise Has An 
Opportunity to Prove Its 
Superiority 


This brief sketch of actual con- 
ditions and possibilities for ex- 
pansion in Austria is designed to 
call the attention of American 
business to a unique opportunity 
that may represent a_ turning 
point in the present struggle be- 
tween free enterprise and collec- 
tivism. 

Here is a real challenge to 
American private enterprise. It 
can use a section of a small coun- 
try in the heart of Europe whose 
remaining territories will be 
dominated by totalitarian ideolo- 
gies to show through deeds rather 
than through words what Ameri- 
can techniques and know-how are 
able to perform for the benefit of 
all nations. It would be difficult 
to refute facts visible to every- 
body even with broadsides ‘of 
propaganda. 

Of course, investments in Cen- 
tral Europe are not without risks. 
But it has been shown that these 
risks can be held within reason- 
able bounds and rewards should 





be conspicious not only in money 
(which is quite important) but 
beyond that in a chance to re- 
assert free enterprise where it is 
challenged most strongly and 
most ruthlessly. If the results 
should be favorable in spite of 
predictions to the contrary from 
hostile groups, the effects would 
be world-wide and of very great 
importance. Thus the problem of 
private investments in Austria 
should be considered carefully by 
leaders of American business. 


Glore, Forgan Offers 
Gory Corp. Common 


Glore, Forgan & Co., headed a 
nation-wide group of underwriters 
which made public offering March 
11 of a block of 177,000 shares of 
$1 par common stock of the Cory 
Corp., priced at $10 per share, The 
financing represents stock of cer- 
tain stockholders and officers of 
the corporation, who are disposing 
of a portion of their holdings. It 
is the first opportunity the public 
has had to participate in the own- 
ership of Cory Corp. 

Capitalization consists of $1,- 
000,000 shares of common stock, 
646,250 shares are outstanding, in- 
cluding the block being marketed. 
A bank loan of $300,000 is due 
July 2, 1948. Directors have de- 
clared an initial quarterly divi- 
dend of 17% cents on the com- 
mon, payable June 1 to stockhold- 
ers of record May 10. They plan 
to continue payments on that 
basis as warranted by business 
conditions. 

The corporation is made up of 
two separate manufacturing and 
sales Divisions. One is the Cory 
Glass Coffee Brewer Division— 
the other, the Fresh’nd-Aire Cir- 
culator Division. 

Rapid growth of the Cory Divi- 
sion is due primarily to the devel- 
opment of new and exclusive 
features. Noteworthy among these 
is the Cory Glass Filter Rod, of 
which nearly 20,000,000 have been 
sold to date. The company has 
now developed a new Domestic 
Coffee Brewer which eliminates 
the need of rubber parts. This 
model is said to be the only all- 
glass coffee brewer on the market, 
Cory Corp. has also developed a 
new Domestic Automatic Unit for 
home use. 

Cory Corp. has made a rapid 
rise to industry leadership under 
the present management, with 
earnings increasing materially 
during recent years. Net profits, 
after all charges and provisions 
for taxes in 1946, amounted to $1,- 
146,785 for both the Cory Glass 
Coffee Brewer Division and the 
Fresh’nd-Aire Circulator Division. 











Money in Circulation 

The Treasury Department in 
Washington has issued its custom- 
ary monthly statement showing 
the amount of money in circula- 
tion after deducting the money 
held in the U. S. Treasury and by 
Federal Reserve Banks and 
agents. The figures this time are 
those of Jan. 31, 1947, and show 
that the money in circulation at 
that date (including of course, that 
held in bank vaults of member 
banks of the Federal Reserve 
system) was $28,262,149,666 as 
against $28,952,436,702 on Dec. 31, 
1946, and $27,917,081,002 on Jan. 
31, 1946, and compares with $5,- 
698,214,612 on Oct. 31, 1920. Just 
before the outbreak of the first 
World War, that is, on June 30, 
1914, the total was $3,459,434,174. 


rE 


Wm. Ede Jr. Forms Firm 

SAN FRANCISCO, CALIF.— 
William Ede, Jr., & Co. has been 
formed with offices at 482 Cali- 
fornia Street, to engage in the se- 
curities business. Partners will be 
William Ede, Jr., member of the 
San Francisco Stock Exchange, 
and Alexis L. Ehrman, Jr. Mr. 
Ede was formerly a partner in 
Holt, Collins & Ede. Mr. Ehrman 
in the past was a partner ip 





Strassburger & Co. 


Propoces Return 
To Gold Standard 


(Continued from page 1387) 


panies, the safety of the savings 
for the future of our families and 
children, demand it. The mone- 
tary systems of the rest of the 
world, likewise, are much con- 
cerned about it. 

“I claim no pride of authorship 
for these thoughts. Others too 
share them, I believe. I seek only 
to urge effective action before the 
erosion of the past 15 years will 
have eaten away the very sup- 
ports of our institutions and gov- 
ernment. I respectfully submit the 
following and request that it be 
referred to the distinguished Com- 
mittee on Currency and Finanee 
for their early consideration. 
“RESOLVED, that the Commit- 
tee on Currency and Finance: be 
requested to investigate and: re- 
port upon the desirability’ .of 
adopting the following Resolu- 
tion: 

RESOLVED, that the Con- 
gress of the United States, now 
in session, be petitioned to re- 
store the status-quo-ante, 1932, 
in respect to those currency and 
banking acts, rewritten upon 
the accession to power of’ the 
New Deal, in that year, which 
would require the repeal of 
those sections of laws indicated 
below: J 

31 USCA Sec. A 3lla, 316a 
316b, 405a, 448-448e, 734a, 734b; 
(the Silver Purchase Act of 
June 19, 1934) Sec. 314, 316, 
316c, 821, 822a; (the Silver 
Purchase Law of July 6, 1939, 
if not now entirely repealed), 

31 USCA Sec. 734 (Gold Re- 
serve Act of 1934, Sec. 8). 

31 USCA Sec. 733 (Gold Re- 
serve Act of 1934, Sec. 9). 

Pub Res No. 10, June 5, 1933 
(the “legal tender” act, which 
apparently is in conflict with 
12 USCA Sec. 413; and would 
reestablish the coinage of gold 
and silver, (excepting change, 
however, in the present prices 
thereof). ; 


“Mr. President, the subject is 
technical and somewhat involved, 
as there is conflict, or ambiguity, 
in places, in the particular laws 
concerned. However, your Com- 
mittee is able and well informed, 
The Chamber previously is on rec- 
ord, along these lines, in Novem- 
ber 1933, and October 1934, dur- 
ing the notable administration of 
our distinguished speaker of to- 
day, whose message we eagerly 
await. The United States Cham- 
ber of Commerce, the Federal Ad- 
visory Council of the Federal Re- 
serve Board, the National Foreign 
Trade Council, the National As-~ 
sociation of Manufacturers, the 
Association of Life Insurance 
Presidents, and other organiza- 
tions, also acted somewhat simi- 
larly, about that time. Since then, 
until now, discretion appeared the 
better part of valor. 

“J shall be glad to provide a 
memorandum in detail, covering 
the facts, and the reasoning upon 
which is based the foregoing, the 
need for which action is both vital 
and imperative. Maybe our pa- 
tience and restraint have not been 
in vain. During the past dozen 
years and more that grand old 
gold eagle—his wings had been 
clipped and his head hidden in 
shame. But soon he will fly free 
once more, proclaiming to the 
world that again, when we point 
to the motto on our coins, which 
reads “In God We Trust,” we can 
add vroudly “and in the American 
Dollar, too.” 

“T move the adoption of the 
Resolution.” 


Moenacch & Co. Ovens 

SAN FRANCISCO, CALIF.— 
David Monasch, Jr.. is resuming 
the investment business from of- 
fices at 256 Mentgomery Street. 
He ‘<« general p2rtner in the firm 








of Monasch & Co. 
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No Authority for Pegging Interest Rates 


(Continued from first page) 


lishing control over the costs of 
Treasury borrowings, and in the 
education necessary to convince 
the country that the war would not 
be financed under a rising trend 
of interest rates, the Treasury, 
with the cooperation of the Fea- 
eral Reserve System, pegged in- 
terest rates at maximum levels 
and thereby caused an unwritten 
amendment to be added to the 
Federal Reserve Act. This amend- 
ment was never passed by Con- 
gress. It is best that this was not 
done because, in the calmer light 
of peacetime, we have a better 
chance to return to our pre-war 
concept of a proper relation be- 
tween politics, banking and credit. 
Be that as it may, the amendment 
was unwritten and it can be 
stricken out in the same manner 
in which it was inserted. .Most of 
the discussion about patterns of 
interest rates, the monetization of 
Public Debt, and the present lack 
of effective control by the Fed- 
eral Reserve over the volume of 
bank credit extended, is a con- 
sequence of this wartime usurpa- 
tion of power by the government. 


The Federal Reserve Act specif- 
ically prescribes that the open- 
market operations of the Federal 
Reserve Banks shall be governed 
as follows: 


“The time, character and vol- 
ume of all purchases and sales of 
paper described in Section 14... 
as eligible . . . shall be governed 
with a view to accommodating 
commerce and business and with 
regard to their bearing upon the 
general credit situation of the 
country.” 


This is the actual authority. We 
may grant that the Wartime pro- 
cedures might have been neces- 
sary during the early phases of 
Reconversion. Rightly, or wrongly, 
however, virtually all of the War- 
time powers (written or un- 
written) have been removed or 
are in the process. This unwritten 
amendment remains. There is 
nothing in the Federal Reserve 
Act that states that the Reserve 
Banks should attempt to peg the 
Treasury securities markets in 
order that Treasury interest costs 
shall follow the desires of any 
political philosophy. To continue 
the wartime procedures at this 
time seems inconsistent with our 
actions in other fields and to 
fly in the face of the Board’s 
statutory authority rather than 
to conform to it. It is time 
that this situation was ended; that 
the Federal Reserve give more 
weight to the Congressional stat- 
utes, and that the necessary co- 
operation emanate from the Gov- 
ernment, and less wholeheartedly 
from the Federal. 


Banking and Credit Insulated 
From National Politics 


You will note that I have dif- 
ferentiated between the govern- 
ment and the Federal Reserve 
System. The Federal Reserve Act 
is replete with such a differentia- 
tion. I think that it is clear that 
the authors recognized the teach- 
ings of history which clearly warn 
that individual economic and 
social freedoms depend upon in- 
sulating banking and credit from 
national politics in the maximum 
practical degree. One of the dan- 
gers of a Public Debt as large as 
ours is that the management of it 
increases the difficulties of avoid- 
ing an unwise infiltration by a 
political government into our pri- 
vate banking system. The private 
character of these _ institutions 
represents the heart of our pri- 
vate capital economy. Under all 
of these circumstances it was dis- 
turbing to see the Board of Gov- 
ernors so clearly outline the situ- 
ation in their annual report, then 
resort to recommendations which 
would cause the Federal to virtu- 
ally operate, rather than to super- 
vise, some 15,000 banks. It has been 


encouraging to witness the resur- 


gence of an independent spirit on 
the part of other Federal Reserve 
bankers. I said earlier that the un- 
written Wartime amendment can 
be removed just as it was inserted. 
I hope later to outline a start in 
that direction. 


We must first recognize that 
politics, as well as the War emer- 
gency, are responsible for many 
of our difficulties with interest 
rates, debt management, and con- 
trol of credit. It was quite clear 
during the War that two phases 
of the War financings were build- 
ing up pressures — not toward 
higher interest rates, but for 
higher living costs. First, was the 
large scale absorption by the com- 
mercial banks of Treasury deficits. 
This was on a direct and an in- 
direct basis. Second, was the 
rigidity with which the short- 
term rates were held materially 
lower than longer rates while 
banks, and other investors, lost 
all fear of higher interest rates 
and were more than willing to ac- 
quire the higher yielding securi- 
ties. The volume of bank deposits 
thus created was largely deter- 
mined by the size of the Treasury 
deficits — not by the banks. The 
indirect method of lodging the 
Treasury’s residual financings had 
the additional effect of further 
lowering rates. Political consider- 
ations seemed to inspire a desire 
to attain a low record interest 
cost for these financings. To 
achieve this, the less popular 
lower rate issues were literally 
forced down the throats of 
bankers who preferred longer 
ones, while the Federal Reserve 
stood by to take care of the in- 
digestion. Politics then intervened 
to prevent changes in this pattern 
of rates. Sanity showed its face 
with Vinson’s refusal to force this 
rate lower. Politics is today re- 
sponsible for the fact _ that 
measures are not underway to re- 
move these Wartime controls. 


Pegging Procedure 


You are familiar with the man- 
ner in which these war powers of 
the government operated and still 
operate. The Federal Reserve Sys- 
tem stands ready to buy securities 
from the commercial banks under 
an open-market procedure which 
bases largely on the objective of 
protecting the Treasury’s %% 
Certificate rate. The consequences 
have been condemned by the 
Chairman of the Federal Reserve 
Board, and by many others. The 
Chairman, however, is still “satis- 
fied” with the %% rate. As in- 
dividual banks operating on the 
basis of their particular situation, 
sell such securities to the Federal 
they obtain Federal Reserve funds 
which, at their option, may be 
used to purchase securities from 
non-bank investors or to make 
loans in an amount about 5 times 
larger than the volume of se- 
curities sold. 


Currency Elasticity Destroyed 


I would like to make one more 
comment on this phase of things. 
One of the stated purposes of 
the original Federal Reserve Act 
was “. . , to furnish an elastic 
currency. .. .” The currency of 
this country is largely measured 
by check-book money. As long as 
the open-market rate for Treasury 
Certificates stays at about the 
same level as the Federal Re- 
serve’s and the Treasury’s peg, it 
seems to me that we have a cur- 
rency with only a “one-way 
stretch.” We should be able to 
find a way to regain a greater 
degree of elastically in our cur- 
rency. 

We know that these matters are 
profoundly technical. It is most 
difficult to achieve a proper un- 


derstanding of the subjects in- 
volved in the Congress or 
throughout the country. This 
means, therefore, that changes in 
the status quo will be circum- 





scribed by definite limitations. 





These are of a political and a 
public character. 


Perhaps I should add_ that 
recriminations of bankers, in- 
vestors or dealers serve no con- 
structive ends. There is no corner, 
either within the ranks of govern- 
ment or without, on morality of 
purpose, on the sincerity of con- 
cern for our national welfare, or 
of the ability to evolve the more 
effective and appropriate courses 
of action. 


Next I wish to admit that it 
seems almost impossible, in view 
of the political and public con- 
siderations, to produce a full or 
even reasonably full answer to the 
complications which debt man- 
agement places in the path of as- 
suring to the Federal Reserve, 
that it can confidently proceed to 
discharge its duties with respect 
to “the general credit situation of 
the country,” and ‘to establish 
an elastic currency.” But I am 
confident that we can start a re- 
turn to this order of things and 
that we should delay no longer. 


Reduce Monetization of Debt 


The commonly accepted ap- 
proach for moving away from our 
unlegislated changes in the posi- 
tion of the Federal Reserve seems 
to emphasize the desirability of 
reducing so-called monetization of 
the Public Debt. I wouid go fur- 
ther, as you can see, and provide 
for a more effective return of the 
Federal to the ostensible purposes 
of its functions. This requires me 
to emphasize a point of technique. 


It has been suggested by rec- 
ognized authority that we should 
“defrost” short-term rates. If this 
means that we should unpeg the 
Treasury Bill rate, and eventu- 
ally refrost the Certificate rate at 
1% instead of %%, I don’t think 
we could rely on this to do much 
of a job. If the open-market rate 
moved up to the new peg, the abil- 
ity of the Federal Reserve to con- 
tract credit would not be measur- 
ably increased over what it is to- 
day. It is possible that we might 
witness a return flow of currency 
and an inflow of gold that would 
cause the Certificate rate’to: move 
away from the %% (or 1%) peg 
toward lower yields. In such 
event, the Federal Reserve: might 
be able to sell some of its holdings 
and provide a “two-way stretch” 
currency at least to the extent of 
preventing these funds from 
broadening the credit base, But— 
the area of action available to the 
Federal would be too narrow. 


A 1% Rediscount and Certificate 
Rate 


On the other hand, if the Fed- 
eral Reserve Banks maintained a 
rediscount rate of 1% and the 
Treasury were willing to see its 
Certificate borrowing costs move 
up to li2% (if necessary) we 
would have measurably increased 
the Federal’s area of action. It 
is my judgment that, at this 
time and for some time, the 
open-market rate for Treasury 
Certificates would tend to stabil- 
ize at a point not materially above 
the rediscount rate—1%. A num- 
ber of bankers believe it would 
stay right where it is or move 
lower. The point is that the Fed- 
eral would be able to more ef- 
fectively contract credit under 
these circumstances than. would 
otherwise be the case. 


I would like to emphasize that 
such a circumstance does not 
envision affecting credit by 
changes in interest rates. The 
Federal Reserve has $24 billions 
of Treasury securities. If it could 
obtain a larger area in which to 
engage in open-market activity. 
ther the volume of securities held 
would give it ample powers. That 
is the essential difference be- 
tween defrosting, refrosting and 
what I term “limited decontrol.” 


The Treasury’s Position 


This brings us back to politics. 
Can the Treasury afford to in- 


crease .its short-term . financing 
costs to 14%? When any in- 
crease in rates is suggested Wash- 
ington officials always: ask — 
“What can we tell the boys on 
the Hill?” My answer today is 
that we can tell them the facts— 
the facts about interest costs on 
the Public Debt. I hope to prove 
that a new peg of 1%% would 
not serve to increase the Treas- 
ury’s interest costs. I have already 
illustrated to you how such a 
new peg might be sufficiently 
high as to return to the Federal 
Reserve some capacity to dis- 
charge its legislated responsibili- 
ties. 


The estimated interest cost for 
the fiscal year of 1947-48 is $5 
billions. This is made up of three 
principal elements. The first of 
these is that paid to Treasury 
trust funds and agency accounts. 
The second is that attributable to 
Savings Bonds. The third is that 
which is paid on the publicly-held 
marketable debt. 


In the year 1946 the Treasury 
paid to its trust funds and agency 
accounts some $500 millions of in- 
terest on special issues. In addi- 
tion the funds received interes: 
on about $6%4 billions of market- 
able securities. According to our 
estimates the 1948 total figure of 
interest should total $700 millions 
or~more. Over succeeding years 
the total payments will show fur- 
ther substantial increases. It 
should not take many years (un- 
der existing practices and require- 
ments) for the total to materially 
exceed $1 billion. Some of these 
funds receive interest currently at 
2%, others require more favored 
treatment; i.e. at rates up to 4%. 
For example: The Government 
Life Insurance Fund receives in- 
‘terest at 344%. The National Serv- 
ice Life Insurance Fund receives 
3%. But this is not all of the story. 
The interest which is paid to most 
of these funds amounts to a com- 
pound interest. The interest pay- 
ment of one year is capitalized in- 
to new debt and, in the succeed- 
ing years, the interest must be 
paid on the original investments 
plus these increments of capital- 
ized interest. This theory of Gov- 
ernment investment in its own 
securities was devised, in most 
cases, to provide a means by 
which they could earn on their 
assets and reduce the direct ap- 
propriations needed but, in es- 
sence, the result is to create a 
series of indirect appropriations. 
The benefits are not always gen- 
eral, Some go to special groups. If 
the appropriations were not made 
under the guise of “Interest on 
the Public Debt” they would have 
Ho. be made as direct appropriations 
to the particular accounts or their 
enacting legislation changed. The 
whole theory of trust fund anc 
agency account investments 
should be re-examined. It seems 
tome to be misleading, however. 
to have the interest payments tc 
these funds included as an item 
of Interest on the Public Debt. 
Certainly there is only an indirec 
relation between this interest cost 


and interest rate and credit prob- 
lems. 


The second element is the 
amount of interest appropriated 
for the account of Savings Bonds. 
Treasury accounting procedure in- 
cludes in the annual interest ap- 
propriation the difference between 
the redemption values of discount 
Savings Bonds at the end of one 
period and the redemption values 
at the end of the prior period. Since 
the schedule for redemption val- 
ues accelerates, the amount which 
will have to be appropriated in 
succeeding years should be sub- 
stantially higher. This assumes, of 
course, that no particular change 
occurs in the amount, or series 
distribution, of the outstanding is- 
sues. We estimate the 1948 ap- 
propriation for interest to be 
almost $500 million below that 
which would be the case of Treas- 


E bonds at their.2:.900% yield to 





maturity.. Again there can be very 


ury accounting procedure figured | 








element--of. interest. cost and the 
changes outlined for short-term 
interest rates. These securities tice 
into the longer-term 242% rate. 
The third element of interest js; 
that paid to the public helders. of 
marketable debt. This ean b> 
measured: on a basis which in- 
cludes. or exeludes the Federal 
Reserve holdings. In _ recent), 
commenting on the desirability 
of unpegging Treasury Bills, Mr. 
Eccles suggested an_ indirect 
means of taxing away any exce:- 
sive earnings of the Federal Re- 
serve Banks. While this method 
may be less desirable than a re- 
enactment of the franchise tax, 
which was a_ part of the original 
Federal Reserve Act, either would 
remove Federal Reserve holding; 
from the earnings impact of. a 
higher short-tcrm rate. 
Excluding the Federal Reserve 
holdings, the average weighted 
cost of interest on marketable 
Treasury obligations due . or 
maturing within 5 years is about 
1.60%. For some time the Treas- 
ury has indulged in a policy of 


refunding all such issues into 
Certificates bearing interest at 
7%. Thus .present refunding 


policies are steadily reducing the 
payments to public holders of 
marketable debt, while Savings 
Bond interest continues on its 
original schedule, and payments 
to trust funds, etc., are increased. 

The first point of agreement 
that would be necessary in order 
to permit the new peg for Certi- 
ficates to be set at 1%% is that 
the Treasury, and Congress, be 
satisfied with the pres2nt costs on 
the currently outstanding total of 
marketoble debt. It is not neces- 
sary to defend a plan which 
would create higher interest costs. 
The only other point of agreement 
necessary would be that interest 
rate and refunding policies will 
not be combined in an attempt to 
reduce interest payments while 
adhering to a policy of rate sta- 
bilization. 


Low Short-Term Rate Unstabilizes 
Interest Rates 


It seems to me that the average 
person might be justified in the 
inference that a policy of stabiliz- 
ing interest rates implies that the 
leve] of interest payments on’a 
given total of debt are low enough 
—at least for the common good. 
I go along with the view that re- 
ductions in debt should be made 
via bank-held- securities. But I 
can’t go along with a policy aimed 
at stabilizing interest rates which 
is then combined with a refunding 
policy which reduces interest costs 
without retiring debt, and thereby 
tends to unstabilize market yields. 
Holders of short-term securities 
seek to recover the loss of income 
that is entailed in the refunding 
policy by buying longer securities 
in the market and thus depressing 
market yields. It is small wonder 
that Chairman Eccles foresees a 
future trend toward lower market 
yields, 

New I would like to comment 
on two points. The first concerns 
Government accounting. Two off- 
setting items cannot be lumped. 
This is probably standard account- 
ing procedure but it doesn’t 
change the facts of life which are 
as follows: Treasury interest pay- 
ments are taxable. One estimate 
that we have heard: of the effec- 
tive rate was about 30%. If this 
is correct, then the real ‘cost of 
our third element of interest’ is 
less than 2% billions or one: half 
of the total. gross appropriation. 
This is the real cost of the debt 
that can be directly affected by 
Treasury and Federal Reserve 
policies concerning interest. rates. 

The second. point is that the 
interest costs on the debt are go- 
ing to rise no matter how persis—- 
tently the Treasury continues to 
refund with %% Certificates. 1 
might digress to repeat that the 
further that-the Government -per- 
sists in this refunding policy at 
the %% rate, the more it increases 
the problems of stabilizing inter- 
est rates. Eventually it meets up 


little relationship between this|with the necessity of increasing 
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its costs by offering higher coupon 
cecurities. The increase in the in- 
terest payments called for by the 
investment requirements of trust 
funds, etc., will alone far outweigh 
decreases in payments to the pub- 
lic on marketable securities which 
come from refunding debt costs 
of about 120% into %% issues 
and occasional offerings of longer 
cecurities. When one must add to 
the increasing cost of interest to 
trust funds, the increasing costs of 
servicing Savings Bonds, the pos- 
sible offsetting reductions via re- 
funding policies appear even less 
effective. 

So much for the politics and 
arithmetic of interest payments. 
Now to another political consider- 
ation—commercial bank earnings. 
The Chairman of the Federal Re- 
serve Board has predicted that the 
net earnings of commercial banks 
will drop by more than 25% in 
1947 relative to 1946. To this one 
may add other considerations. The 
present level of loaning rates pro- 
vides a relatively low gross annual 
income from loans with which to 
absorb any higher’ per annum rate 
of loan losses. The effect of these 
losses, when they come, in de- 
creasing net earnings may well be 
a sharp one. Higher rates for 
Treasury Certificates would bene- 
fit operating earnings. Simultane- 
ously, however, the average mar- 
ket level will be composed of 
lower prices—hence bond profits 
may be quite small. They have 
been quite large. Therefore, the 
trend of bank earnings to lower 
levels should mitigate this politi- 
cal problem. 


Effect of Higher Rate on Bank 
Holdings 


The other consideration is an 
indirect result, If short-term rates 
are increased, loaning rates should 
increase. Then commercial banks 
will be less inclined and less able 
to compete as strenuously as they 
are today with the various savings 
institutions for longer-term loans 
and securities. This would reduce 
the pressure on these longer rates. 


Now for one other item which 
may be partly political. This is 
the “fear” of making changes. We 
need some “fear” in order to de- 
crease the demand for intermedi- 
ate and longer Treasury securities. 
Today investors buy intermediate 
and longer securities without 
qualms. They seem to measure 
cnly their income needs, The li- 
Guidity of various maturity sec- 
tions is considered virtually the 
Same as far as the investment 
portfolios are concerned. But un- 
begging short-term rates would 
produce no market calamity. How 
can an undue degree of fear enter 
into a five-year security at 1.50% 
or thereabouts if the new peg is 
to be maintained at an equal fig- 
ure? As long as any peg exists the 
degree of fear is reduced. 

_Out of consideration for your 
time, I should draw these com- 
ments to a close. I shall not at- 
tempt, therefore, to comment on 
other suggestions; i.e., the desira- 
bility of offering long-term 24s 
to achieve stabilization; Mr. Eccles 
comments on marketable versus 
hon-marketable bonds; on_ the 
validity, or rather the large lack 
of validity which suggests the re- 
funding of short-term debt as a 
conservative course, or anti-infla- 
tionary implement, and so forth. 

I have tried to iliustrate that the 
arithmetic of interest costs weighs 
against any objections to increas- 
ing the Treasury short-term rates. 
: e can see that a new peg of 

’% would mean that the Treas- 
ury would refund at such a rate 
if market conditions required. 
This would be in lieu of refund- 
ing at %%. Since, however, the 
Costs of such debt due or callable 
a wen the next five years is about 
inter ee ee in Treasury 

cos such a period 

Could be related to this increase in 
rr rt-term rates. We can see also 
at the increased interest costs 
which will inevitably arise, base 
Me. debt considerations which are 
Te the real control: of the 
reasury. 





drawn Clearly the mann i 

which our wartime needs ciietiinien 
to thwart the Purposes for which 
the Federal Reserve System was 
created. As bankers you can 
judge whether I am correct: in 
be.teving that, based on money 
market consideration, these sug- 
gestions might widen the area 
froughout which the Federal 
Reserve might more successfully 
pursue its responsibilities, I do 
not claim these ideas constitute 


the only désirable workable 
mechanics. I must emphasize, 
however, that the methods fol- 





lowed and the technique em- 





National Debt , Interest 
Rates and the Saver 


(Continued from page 1374) - 


they adopt laws and regulations 
that govern what citizens who are 
creditors of the government can 
do. National debt is just as seri- 
ous as private debt, perhaps more 
so, but its impact is different. 

Fortunately, the government 
debt of the United States is not 
out of control—not yet at least— 
though a cruéial test is taking 
place in the halls of our Congress 
today as our legislators and gov- 
ernment officials discuss the 1948 
budget. It is no time for com- 
placency, and we need to apply 
our best intelligence to see just 
exactly what the dangers of the 
debt are in this country, and 
what we ought to do to meet 
them. 

The dangers’of the debt and its 
threat to us may be classified un- 
der two headings: (1) the dilu- 
tion of the dollar, and (2) the 
strangulation of the economy. 


Dilution of the Dollar 

The dollar has been diluted by 
vast war expenditures. The es- 
sential of the matter is that cur- 
rency and bank deposits have 
been increased far faster than the 
country’s volume of business and 
production. Normally, in this 
country, the volume of money 
has been much Iess than half our 
national annual income. Today 
it is 75% of the total income. This 
is an enormously powerful infla- 
tionary force. So far we have 
been moderately successful in 
holding. it in check in one way or 
another, partly by ‘price controls 
but mostly by the good sense of 
the American people who have 
refused to be stampeded into fear 
about their meney and have been 
willing te save some substantial 
part of their increased accumula- 
tions of money rather than pour- 
ing them into the market for 
goods at constantly higher prices. 

The problem of whether or not 
this vastly increased money sup- 
ply, this diluted dollar, gives us 
price inflation, is fundamentally 
a problem of the psychology of 
the American people, the way 
people use their money. We are 
not out of danger and recent in- 
creases in agricultural prices sig- 
nalize the danger. 


The Smothering of Enterprise 

The other daft¥er is to the vital- 
ity «f cur economic life. Just ‘as in 
private life debt is like a leech 
which drains off some of the 
strength of the debtor, so in pub- 
lic life a high national debt is a 


constant drain, and unless han-' 


dled with great wisdom, may de- 
vitalize the economy of the coun- 
try and cut down its vigorous 
growth and energy. This debili- 
tating effect of debt operates in 
three different areas: 

(a) The drain of taxes — 

(b) The distortion of interest 

rates 

(c) Excessive government con- 

trols. 

With this group of people inter- 
ested in savings I shall discuss 
only the second of these dangers 
—distortion of interest rates. 


The Distortion of Interest Rates 


Because of the burden of inter- 
est on the debt and its pressure 


I trust that I: have; on the, budget and taxes, the nat- 


—— 


ployed are of the utmost impor- 
tance in achieving the desired 
result. That result is to strike out 
the unwritten amendment to the 
Federal Reserve Act which was 
an exigency of War. It now is a 
heritage. It can be removed, just 
as it was inserted, by the com- 
bined actions of the Treasury and 
the Federal Reserve System. Of 
all the wartime powers this has 
proven and remains—one of the 
most dangerous to our economy. 
At this time, when we cannot 
move too far, we should be sure 
a we move in the right direc- 
ion. 





ural reaction of “every govern- 
ment official or politician is, 
“Let’s reduce the rate of interest 
and so keep down the taxes we 
have to collect to pay the charges 
on the government debt.” Today 
we have the lowest interest rates 
the country has ever experienced. 
The President of the United States 
has announced a policy of keep- 
ing these rates at low levels. 

On the face of it this may look 
like simple common sense, but 
it needs thinking about, for when 
the government uses its power- 
ful instruments to reduce the in- 
terest rate on its own securities 
to these low levels, the act affects 
not alone government securities 
but the rate on every lending op- 
eration in the country from bank 
loans to railroad bonds and mort- 
gages. Today what is happening 
is that as fast as these various 
contracts mature they are suc- 
ceeded by new contracts at low- 
er rates; so that the country’s 
whole interest rate structure is 
being brought down to lower and 
lower levels. We need to think 
carefully about the effects of this 
tremendous operation. 

First, perhaps we ought to ask 
how far the government accom- 
plishes its purpose of saving 
money, for it must be remem- 
bered that the government is not 
just a payer of interest, but 
through its tax system is a bene- 
ficiary of interest payments and 
dividend payments made in the 
country, for the government takes 
its slice of the people’s income. 
So when interest rates are re- 
duced the government slice is 
smaller. While it would be al- 
most impossible to compute exact- 
ly how much the government 
loses in this way when interest 
rates decline on the 75 to 100 bil- 
lion dollars of private debt out- 
standing, a substantial part of 
what is gained in the lower rates, 
the government loses in taxes. 

There are other effects of a low 
interest rate policy enforced by 
government controls: 

The lowering of interest rates 
reduces the income of one group 
of citizens as much as it improves 
the financial position of another 
group. It means the transference 
of. money from one group of citi- 
zens to another, and we ought to 
think pretty carefully about who 
is benefited and who loses. The 
people who benefit are the bor- 
rowers of money; that is, it is a 
little easier for the business man 
to borrow for his enterprise, and 
that goes on the plus side. It 
means it is easier to borrow 
money to build a house, and that 
again goes into the plus column, 
for both have a mild tendency to 
stimulate business and building. 

On the other side of the ledger, 
the people who lose are all hold- 
ers of life insurance, and this 
means three-quarters of the fam- 
ilies in the country. At low in- 
terest rates their insurance costs 
them more and so low rates limit 
the provision that each house- 
holder can make for his family 
in case of his death. This is heav- 
ily on the minus side. 

Another loser is the man or 


of his income enough money | 
to provide himself with a pension 
or retirement allowance. Inter- 
est rate declines have reduced his 
capacity to provide for his old 
age. The same amount of saving 
will today buy him a pension per- 
haps three-quarters as great as 
15 or 20 years ago. This affects 
millions of people and is heavily 
on the minus side. 

_ Low interest rates reduce the 
income of colleges, foundations, 
and charities from their endow- 
ment funds. This reduces the 
funds available from this source 
for education, research, and phil- 
anthropies. This is on the minus 
side. 

Low interest rates penalize the 
operation of savings banks, 
building and loan associations and 
other agencies which are the 
custodians of the people’s savings 
and have forced them to cut down 
the service they can render to 
a common people of this coun- 
ry. 

Broadly speaking low interest 
rates have made it less attractive 
for people to be thrifty and make 
their own provision for their 
emergencies and their old age, and 
have driven them back to rely 
more and more on their govern- 
ment. This is on the minus side, 
not just financially but morally, 
for the right to save and provide 
for one’s self and family by one’s 
saving is a human right, just as 
precious as the right anyone may 


ness cycle. In particular, there is 
the proposal tor fluctuations in 
Government spending, which may 
be called. the theory of the “com- 
pensatory budget.” No matter what 
virtues this theory may have, it 
is still only a theory, and it would 
seem a rash thing to throw over- 
board a proved method, in fact 
practically the only one which has 
had the test of experience, for 
dealing with business cycles, and 
rely exclusively on methods 
which are still in the theoretical 
stage. In the struggle for econom- 
ic stability we need every weapon 
in the armory. 


For all these reasons we should 
do well to avoid commitments to 
freeze interest rates at any level 
and should leave them some flex- 
ibility in responding to the forces 
of the market and the necessities 
of credit control by our Federal 
Reserve System. 


In summary, the real dangers 
of the debt are not the outbreak 
of some cataclysm, but rather its 
dilution of the money supply and 
its devitalizing of the active 
forces in the country’s economy. 
The freezing of interest is likely 
to have this tendency. 


What to Do—A Program for Debt 
Management 

There are two aspects to the 

problem of debt managemen!. One 

of these is the technical problem 

of dealing with the debt itself and 

its financial phases. The other, 





have to borrow money cheaply. 


Perhaps even more important 
than the actual level of money ' 
rates is the effect on the coun-' 
try’s economic well-being of 
changes in interest rates. The 
present disposition to freeze in- 
terest rates and prevent any 
tluctuations as a mechanism for 
avoiding increased interest 
charges to the Government 
changes the pattern of economic 
forces as they have usually oper- 
ated in a free economy. These are 
large words and need explanation. 

The economic writings of to- 
day constantly emphasize the dan- 
ger of booms and busts—the dan- 
ger of the business cycle with its 
period of prosperity followed by 
depression. The greatest tragedies 
in American business life and the 
tragedies to the wage earner have 
been the great depressions. The 
worst of all was that of the early 
30s, and it brought untold dam- 
age. There appears, in fact, to 
have been a tendency for business 
depressions to deepen in recent 
years, and correspondingly, for 
the booms that have preceded the 
depressions to go higher. People 
in distressed countries abroad are 
worrying whether the United 
States will go into a postwar de- 
pression, for such a depression 
would be a frightful handicap to 
recovery all over the world. We 
must somehow learn to resist 
booms and busts, for they stop 
progress and drain away the vi- 
tality of the country’s economy. 

Now the fact is that raising 
interest rates has historically been 
one of the accepted methods of 
checking the excessive booms in 
business which precede busts. 
Similarly, the instrument of open 
market operations, or other means 
of tightening up the volume of 
credit, has been an instrument 
supplementing rate changes and 
inevitably brings about changes 
in market rates. 

If we freeze interest rates at 
their present levels and give them 
no freedom to fluctuate, we are 
throwing overboard the principal 
methods by which civilized coun- 
tries have in the past tried to 
prevent the booms and the busts 
of business which do so much 
damage. To freeze interest rates 
is a little like locking the police- 
man in the jail. This policeman 


other. 
There have, 








woman who is trying to save out 


has indeed sometimes made mis- 
takes, but in other cases he has 
performed well. We ought not to 
lock him up before we find an- 


it is true, been 
other proposals for methods of 
restraining the fluctuations of 
business, which we call the busi- 


and even more important, is to 
take every possible step to assure 
dynamic, vigorous economic life. 
Even though we were technically 
wise in handling the debt, it would 
be futile unless the country is 
strong and has a large national 
income with which to pay the 
service of the debt. If each family 
is to carry its share of the national 
debt, that is a debt of about $7,000, 
that family must have a good-sized 
income to meet its share of the 
interest and some payment on the 
principal. How much debt we 
can carry depends on how strong 
We are. We must deal with both 
the technical problem and the 
broad problem of the national 
well-being. The technical things 
that we do with respect to the 
debt also affect the vitality of the 
business machine—the goose that 
lays the golden eggs—and while 
we shall here discuss mainly the 
technical side of debt management, 
we shall be glancing over our 
shoulder frequently at the larger 
question of the national income, 


Control the Budget 


The very first step in dealing 
with the debt is to get the national 
budget under control, for the bud- 
get is seriously out of control. The 
President has presented to the 
Congress a $37% billion budget. 
This has come to the country as 
a great shock and disappointment, 
This budget is four times as much 
as in the biggest spending years 
in the ’30s. The budget would 
provide for the Government’s 
controlling and spending nearly 
25% of the national income of 
the United States. Even this huge 
budget makes no real provision 
for even a beginning at reducing 
the national debt, for it shows 
only two hundred million dollars 
of surplus. There is no use in even 
discussing other methods of man- 
aging the national debt until this 
hurdle has been cleared, until 
somehow the national budget is 
reduced to a point where a be- 
ginning can be made on debt re- 
tirement, and where the terrific 
load of taxes can be reduced at 
least somewhat. : 
The country is now in the midst 
of a business boom, with a national 
income almost twice as high as 
before the war. This boom is sup- 
ported by a huge accumulation of 
readily available funds as a result 
of war financing, coupled with a 
large deferred demand for goods, 
for houses, for machinery, and for 
all types of durable consumption 
goods. This combination creates 
the boom. We cannot expect the 
boom to continue. There ore, a 
(Continued on page 1412) 
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budget which is barely balanced 
at a tax level which is confisca- 
tory in its upper brackets, and 
places a serious burden on all the 
people and on business, is clearly 
a budget out of control, and the 
country’s first task in any program 
of debt management is to reduce 
budget expenditures. 

A careful study of the matter by 
the Committee on Postwar Tax 
Policy, headed by Mr. Roswell 
Magill, formerly Undersecretary 
of the Treasury, recommends a 
reduction of the budget by six 
billion dollars, and describes how 
that can be done. Clearly some 
such reduction is necessary, for 
the budget as presented by the 
President, based indeed on many 
laws passed by Congress as well 
as many established and en- 
trenched practices, is a dangerous 
budget. It has so little margin for 
debt retirement that it threatens 
more deficit financing if there 
should be any decline in the vol- 
ume of business and national in- 
come; it keeps taxes at such high 
levels that they will interfere 
with the dynamic growth of the 
country, a growth which is es- 
sential if we are to carry our 
huge debt without unhappy con- 
sequences. 


Today a new question has been 
raised, and that is what effect the 
crisis abroad will have on the 
budget. Does the weakening in 
the British position and Britain’s 
prospective withdrawal from 
Greece and possibly from India, 
Palestine, and Egypt mean that 
the United States must assume 
substantial added responsibilities? 
President Hoover’s report also 
brings vividly to our attention our 
obligations in Germany. 

Whether we like it or not the 
United States has been thrust into 
a position of world leadership, and 
there is, I believe, a vast majority 
opinion in this country that we 
«cannot dodge this responsibility. 
We do want to know more defi- 
nitely what the responsibility 
means. 

President Truman has just made 
an address in Mexico, in which he 
emphasizes our historic policy of 
mon-interference with sovereign 
governments. While we have a 
position of world leadership we 
cannot undertake to walk into 
every section of the world and 
wun other countries, nor can we 
#inance and feed them all. To do 
so is impossible both in terms of 
the amount of money and our 
products which would be called 
for. We cannot, by any stretch of 
the imagination, lift the rest of the 
world to our standard of living; 
mor, indeed, can we even guarantee 
against starvation in every quar- 
ter of the world. There are many 
places where the population is in- 
creasing too fast for the means of 
subsistence. The only effective use 
for our resources is selectively, in 
spots where we can help people 
to help themselves. 

As we look over the situation 
there are key areas from the point 
of view of determining the trend 
of world affairs, and we have 
already committed ourselves in 
«ertain of these areas. We have 
undertaken to help the British in 
their trying problems, and if that 
eventually calls for more financial 
aid of one sort or another I be- 
lieve the people of this country 
are ready to help further. 

Germany is another key spot, 
where the future of Europe is be- 
img worked out. We are commit- 
ted to see things through there. 
President Hoover’s program lays 
down a method for doing so that 
is practical and will rather 
promptly take the burden off the 
American taxpayer by restoring 
a going German economy. Too 

little attention has thus far been 
prid to his recommendations in 








important than his program of ex- 
penditures. We must back up the 
sane and successful program of 
General McArthur in Japan. 

In China, when she herself has 
put her house in order, we have 
already indicated our readiness to 
lend a hand. , 

To summarize this first point, 
our aid must be selective and 
strategic and given to the people 
who are willing and able to help 
themselves. 

The second point to note is that 
for this purpose we have already 
set aside and included in the 
budget both for this and for the 
coming fiscal year a very large 
sum of money to accomplish these 
purposes. We have set aside 6 
billion dollars for the Internation- 
al Fund and Bank. The World 
Bank. with its new management, 
is now in excellent position to 
make strategic loans pari-passu 
with the efforts which other coun- 
tries make to build effective econ- 
omies. It recognizes the principle 
that there is no use building 
houses without foundations. 


Without counting this 6 billion 
dollars, all of which has already 
been provided for, the budget for 
the fiscal year ’48 includes $3% 
billion of foreign aid. As I under- 
stand it, the recommendations 
made by President Hoover call 
for no more money than is al- 
ready provided in the budget; the 
principal difference being that 
Mr. Hoover would provide this 
money as loans rather than gifts, 
and would set up the economic 
machine in such a way that it 
would shortly become self-sup- 
porting. 

In other words, the provisions 
we have already made in the ap- 
propriations for this year and 


those contemplated for the next 


fiscal year ought to be adequate 
to cover the reasonable require- 
ments which have emerged out of 
the recent crisis. As promptly as 
possible, however, foreign coun- 
tries ought to get their affairs in 
order, so that after the next har- 
vest they can feed themselves, and 
so that they can become worthy 
borrowers at the World Bank or 
the Export-Import Bank. 


The other important principle 
to recognize is that one of the 
greatest responsibilities of our 
world leadership is that we our- 
selves maintain financial stability 
in this country. Serious instability 
here would do more to wreck the 
economy of the world than we 
could ever offset by any possible 
grants in aid. We cannot have 
financial stability unless we deal 
with our budget and get it under 
control. This means that to the 
extent we must employ our finan- 
cial powers abroad, we must deny 
ourselves something else at home 
in terms of government spending. 
I am sure each of you has a little 
list of government projects, none 
of which would be missed, except 
by the bureaucrats or pressure 
groups which have their feet in 
the trough. ¢ 


Distribute the Debt 


The national debt is most dan- 
gerous when it is held by the 
banks, for in that form it adds to 
the money supply, and the money 
supply is the inflationary factor. 
If money exceeds goods it tends 
to force prices up. So in addition 
to making every effort to reduce 
the total amount of the debt, it 
is sound fiscal policy to distribute 
as much as possible of the debt 
into the hands of investors other 
than banks, who will hold the 
debt securely out of the current 
stream of spending. 

It was for this reason that the 
Treasury during the war adopted 
a policy of selling its bonds as 
widely as possible to individuals 
and corporate investors. Even be- 


this respect, which are even more\fore the war the sound policy 





was adopted of devising a sav- 
ings bond that would be attrac- 
tive to individuals of both large 
and small means, and selling these 
bonds to as many people as pos- 
sible. Savings bonds have proved 
a popular investment, and they 
have been sold to something 
like 75,000,000 individuals in the 
amount of some $50 billion. Thus 
a substantial part of the debt was 
widely distributed; but more than 
that, the sale of bonds to all these 
people stirred a greater incentive 
to patriotic support of the war. 
It also gave these people a share 
in the affairs of their government, 
an interest which should prove of 
value in the support of sound fi- 
nancial policies. The United States 
has that many more shareholders. 
These bonds in many hands are 
also a cushion for use in lean 
years against depression and un- 
employment. 


The continued vigorous sale of 
savings bonds is sound policy to- 
day, and offers one of the best 
ways for. banks to contribute to 
wise rnanagement of the nation- 
al debt. 

These then are the essential 
things we must do as a nation in 
the management of the debt. We 
must cut down the budget so that 
we stop increasing the debt and 
begin to pay it off. We must dis- 
tribute the debt just as widely as 
possible into the hands of in- 
vestors and so reduce the infla- 
tionary money supply that goes 
with a floating debt. Beyond this 
we must take every possible step 
to preserve and to increase the 


dynamic energy of our economic 
life. For that will make the bur- 
den of the debt easier to bear 
,and will maintain our American 
‘heritage of Freedom. 








‘““Too Much Money’’ 


(Continued from page 1374) 


as he chooses for goods and serv- 
ices by his draft, rather than by 
coins or paper money. That is 
our money supply. 

At the end of 1945, our money 
supply was a little larger—about 
176 billion dollars. Before the war, 
our average money supply, bank 
deposits and currency in circula- 
tion, was around 60 billion dollars. 


Effect of Money Over-Supply 


Now, I ask you whether it is 
reasonable to expect that a money 
supply swollen from 60 billion 
dollars to 170 billion dollars will 
or will not tend to make each one 
of those dollars worth a little less 
than it used to be worth; will or 
will not bring about higher 


prices in terms of dollars for the | 


things we buy and sell; will or 
will not increase the cost of living 
in terms of dollars and bring pres- 
sure from wage earners for in- 
creased wages to meet the cost of 
living. 

I said that the money supply 
a year ago was a little larger 
than it is now. That is due to the 
fact that bank deposits have come 
down. The amount of currency in 
circulation is about the same or a 
little larger than it was last year. 
To be specific, at the end of 1945, 
total bank deposits in this country 
were 148 billion dollars. Twenty- 
four billion of that was the Treas- 
ury’s own deposits, which you 
bankers call by the poetic name 
of “war loan accounts.” At the 
end of 1946, total bank deposits 
were 140 billion dollars, but only 
214 to 3 billion of that was Treas- 
ury deposits. 

Mr. Eccles, head of the Federal 
Reserve Board, when he recently 
announced a change in margins 
on stock transactions, stated, 
among other things, that the in- 
flationary peak had been passed. 


But I ask you to direct your at- 


tention for a moment to the fact. 


that, at the end of 1945, bank de- 
posits in the hands of others than 
the United States Treasury were 
only 124 billion dollars, and at 
the end of 1946, though the total 
of bank deposits had decreased 
from 148 billion dollars to 140 
billion dollars, the bank deposits 
under the control of corporate, in- 
dividual, and depositors other 
than the Treasury of the United 
States had increased from 124 bil- 
lion dollars to 137 billion dollars. 


Money Supply Not Reduced 


Now, you may ask me: How 
does it happen that in a year in 
which the Treasury was paying 
off 20 billion dollars of the public 
debt, the money supply did not 
come down by more than 8 bil- 
lion dollars? I hope to suggest an 
answer to that question as I go 
along. 

First, let me ask: How did we 
get this big money supply of 176 
billion dollars at the end of 1945, 
and 168 billion dollars at the end 
of 1946? We got it through the 
expansion of bank credit. 

Sometimes, these terms that the 


bankers and the financial experts 
use, are too much for me; terms 
that my associates and fellows in 
other fields of activity have used 
for a long time frequently confuse 
and disturb me. I have never been 
able to manufacture a vocabulary 
of my own, so, I have to do my 
best to try to understand these 
terms that other people have de- 
veloped and sometimes have not 
put into the dictionary where the 
layman can find out what they 
mean. 


Expansion of bank credit — 
that doesn’t mean what I thought 
it meant some years ago. I thought 
bank credit was your right to go 
to a banker and secure a loan. 
| Oh, no. Bank credit now means 
the loan that you have received, 
'and when you receive it—whether 
|you are an individual or the 
_Treasury of the United States, the 
| bank creates the amount of the 
loan and adds it to the money 
| supply. 
| So, when the United States 
| Trenance sold its paper to the 
| banks during the war, the banks, 
to the extent that they bought 
that paper, increased bank de- 
/posits and added to the money 
| supply of the country the amounts 
'of that inerease. When the Treas- 
| ury prohibited subscriptions by 
_the banks to its offerings, the 
| banks went on the market and 
| bought Government bonds, not 
|just a few, but a lot. When the 
banks bought those Government 
bonds on the market, they paid 
for them with expanded bank 
credit, and they increased the 
bank deposits, and thereby they 
increased the money supply of 
the country. 


| That is the way we got this 
huge money supply, expanded 
from somewhere around 60 billion 
dollars in 1939 to 170 billion dol- 
lars at the end of last year. Every 
time the banks either bought 
Government bonds from. the 
Treasury or bought them on the 
market from non-banking sellers, 
they increased the money supply. 

Now, if you don’t believe that, 
write me a letter; I am really 
very anxious to discover any error 
in the facts and the thinking that 
I am presenting to you today. 


Bank Purchases of Govern- 
ment Bonds 


The total purchases by the 
banks of Government bonds since 
the Treasury refused to permit the 
banks to subscribe to its issues 
has exceeded 50 billion dollars. If 
that is true, then the banks, by 
their purchases of Government 
bonds on the market, have added 
over 50 billion dollars to the 
money supply, which I say, gently 
and with something of a question 
mark after my declaration, is too 
large. It is not only too large, but 
it is out’of all relation to produc- 
tion and business activity in the 
community. And why? Because so 
much of that money supply, so 
created, bears no relation .to any 














business activity in the woria 
today. P 


Take my favorite illustration: 
The Treasury sold some 100 mil. 
lion dollars into the banking sys- 
tem to provide for the cost of ihe 
carrier Hornet. The banks did),’t 
use previously-existing money to 
pay for that 100 million dollars o; 
Treasury bonds. The banks 
created accounts — deposit ac- 
counts — in favor of the Treasury, 
and when the Treasury drew o, 
those accounts to pay workmen 
and for materials for that great 
carrier, it pushed those newly- 
created bank deposits out into the 
community as part of the money 
supply of the country. You know 
that the Hornet went to the 
Pacific, performed marvelously 
for a few months, and then, went 
to the bottom. That’s what hap- 
pens to all war _ production: 
nothing peculiar about the carrier. 
But the point that I want to em- 
phasize today to you is that the 
money that was created and added 
to our money supply to pay for 
that carrier did not disappear 
when the carrier went to the bot- 
tom of the Pacific. It still roams 
around this country representing 
nothing in the way of business 
activity, production, or other 
human relationships. It is, as the 
President of the Southern Cali- 
fornia Edison Company said the 
other day, precisely like counter- 
feit money; that is, something a 
gang might produce and get away 
with for a time. It has no relation 
to production. 


That is the way we got this 
big money supply. If I am right. 
that it is more than we need; if 
I am right, that it is the most im- 
portant contribution to an infla- 
tionary trend, that it resses 
prices upward, necessarily be- 
cause of the decreasing purchas- 
ing value of the increasing num- 
ber of dollars, and that it is the 
reason for increased cost of living 
resulting in demand for increased 
wages; if all these political fi- 
nancial, business, and social con- 
sequences flow from this , large 
supply of money, I think we may 
very well ask ourselves: How is it 
to be reduced or prevented from 
further increasing? 


Means of Decreasing 
Money Supply 


Well, there are only two ways 
to decrease it. You remember 
when we had a big money supply 
in 1929, too big for the time, anc 
yet it was only 57 billion dollars. 
it had been run up to that point 
by individual and _ corporate 
borrowing, largely for specula- 
tion in securi markets. And. 
when the crash, came in those 
markets, the money supply came 
down because the loans which had 
created it were called, foreclosed, 
washed up, and after a year of 
liquidation of those corporate and 
individual loans which hac 
pushed up the money supply to 
57 billion dollars, it came down 
very quickly to somewhere 
around 42 billion dollars. But, the 
way it came down was by fore- 
closure, and call of the loans that 
had built it up. You can’t call the 
United States Government, and 
you can’t foreclose the loans of 
the United States Government, 
which, in the banks this time, are 
responsible for this huge increas¢ 
in our money supply. 

Whatever else may be said 
about the gold standard, it was 
a check; it was a measure, espe- 
cially for those of us who tried to 
determine the problems of the 
long-term. When we went off the 
gold standard, we certainly de- 
veloped a need for more astute 
skillful, patriotic, farseeing man- 
agement of our currency than we 
ever had before, and that is what 
we were promised by those who 
were so enthusiastic about aban- 
doning the gold standard. It woula 
be management of currency, ane 
then, later, we were introduce? 


to the term, “management ot 
debt.” But the trouble is tha‘ 
there is no managemi of the 


currency. The management that 
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we had in the past, proceeding | 
from the Board of Governors of 
the Federal Reserve system was 
supposed to be independent of 
political considerations, was sup- 
posed to be as our Supreme Court 
on the judicial side was — a 
competent and independent and 
patriotic and far-seeing group, re- 
moved from the passions and the 
responsibilities of the political 
situations of the day. Now the 
Federal Reserve system has fallen 
under the control which is purely 
that of the Treasury administra- 
tion of the financial side of the 
Government of the day. 


Concern Over Low Interest Rates 


We, in the life insurance busi- 
ness, and I am leaving a few 
strings out here that I hope to 
tie together if you will give me a 
few more moments — we, in the 
Hife insurance business, are not 
«concerned over our ability to meet 
‘the requirements of our contracts, 
itthat is, to pay the number of 
dollars called for by those con- 
ttracts. We are not concerned over 
tthe low interest rates which make 
iit difficult for us to invest our 
policyholders’ money in securities 
of quality. 

I say we are not concerned over 
the low interest rates, except as 
they reduce our investment in- 
come and increase the net cost of 
our’ service to our policyholders. 
They are not a matter of concern, 
if I may make it clear, to the 
corporate entity and its manage- 
ment. What we are concerned 
about is the purchasing value of 


_ the dollar in the future. 


Many of you gentlemen have 
bought life insurance for a parti- 
cular purpose to be realized at 
some time in the future, and for 
those of you who are younger, 
yyou hope, and we hope, that it 
‘will be a long time in the future. 
Well, if this dollar which so much 
requires management now, and 
which I say lacks management, 
continues to decrease in purchas- 
ing value, you had better look to 
‘your policies and call in your life 
insurance agents and see whether 
you have enough life insurance. 
To accomplish at that point in the 
future when your purpose arrives, 
that for which you bought your 
insurance originally, that is your 
‘and our concern. 


I have given most of my life 
to this life insurance business, and 
{ have nothing to regret in so far 
‘as the management of my institu- 
tion—my. contribution. to the busi- 
ness as a whole—goes. My con- 
cern is with the possibility that all 
my effort will be in vain if it 
‘should develop that these dollars 
which we promise to pay and 
which we can readily pay, do not 
‘Ouy the things that we promised, 
‘or urged upon the policyholder as 
his reason for buying insurance. 

My concern, then, over the in- 
terest rate, over the money sup- 
ply, is that the methods by which 
they are both maintained, affect 
the future purchasing value of the 
dollar. It is the bigness of the 
money supply that forces prices 
up and that forces interest rates 
down, and it is the maintenance 
of the low interest rate, especially 
for the obligations of the Govern- 
ment itself, that is at the heart of 
whatever financial policy there is 
an the administration of the Fed- 
eral Reserve Banking System to- 
day, 

A Gevernment Surplus 
as Corrective 

How: do: we get this big money 
Supply down this time? Only two 
Ways; as I said. One is not merely 
to pay off debt, but to get it out 
of the: banks and keep it out of 
prs banks. Now, there are only 
per Ways in which you can do 
; at. One is by not only main- 
aining a balanced budget, but by 
setting a surplus of income over 
©xpenditures and then seeing to 
it that that surplus is used to pay 
off Government debt. 

It is hard to get that surplus. I 
ave seen-enough public admin- 
istration to know that our public 
representatives operate in polit- 





ical atmospheres that m i 
very difficult to keep wel se ne 
down and income up, and even if 
you do and get a surplus as a re- 
sult, it is very difficult to keep that 
surplus and apply it to anything 
SO prosaic as the payment of debt. 

But, by methods which will not 
recur, we have succeeded in pay- 
ing off around 20 to 23 billion dol- 
lars of debt, since the end of 1945. 
To the extent that that debt, paid 
off, was held by the banks, that 
payment not only reduced the 
debt, but it reduced the money 
supply. A very large part of the 
debt so paid off was held by the 
banks, but the trouble with our 
operations in 1946 is that. while 
we reduced the debt and paid off 
a large amount of Government 
debt held in the banks, the banks 
went forward, replenishing their 
portfolios by the buying of other 
Government bonds, other cor- 
porate bonds, and the making of 
corporate and individual loans, 
all of which, added to the money 
supply, or rather prevented its 
being reduced, with the result 
that, though the debt came down 
23 billions, the money supply 
came down only 8 billions, and 
the money supply in the hands of 
the people, as distinguished from 
the Treasury, went up 13 billion 
dollars. 

Do you suppose that when those 
very able public representatives 
and experts in financial matters 
evolved and drafted the Federal 
Reserve legislation of 1913, mak- 
ing provision, as they did, for the 
expansion of our money supply 
when the needs of business called 
for more money—do you suppose 
they envisioned any such expan- 
sion’of the money supply as that 
which has taken place during the 
last few years, or the methods by 
which it has taken place? 

It is all right to increase your 
money supply when a responsible 
borrower goes to a _ responsible 
banker and is appraised as worth 
the loan he asks for. It is all right, 
then, to give him an account, a 
created bank account. He _ be- 
comes responsible, and when he 
pays it otf, that addition to the 
money supply is eliminated. But 
the framers of the Federal Re- 
serve never contemplated that 
when a bank wanted to increase 
its earnings, it could go out on the 
market and buy Government 
bonds, even paying a premium for 
them, or buy Michigan bonus or 
highway bonds, and create the 
means of paying for them, there- 
by adding to the money supply of 
the country. That’s what happens; 
that’s what has happened during 
1946. That’s what is happening 
now. 

What of Future? 

Is the money supply too large? 
Is it inflationary? Are we to go 
on drifting to a higher money 
supply due to the demands that 
we are very shortly to receive 
from the states and municipalities 
for the sale of their bond issues, 
from corporations, from business 
expansion, from individuals? 

Are we to go on increasing this 
money supply or whose job is it 
to do something about it? I know 
that a good banker will tell you 
that when an application for a 
loan is made to him, he appraises 
the borrower and he appraises its 
effect on the bank’s liquidity; but 
does he appraise the effect on the 
general public welfare of that ad- 
dition to the money supply? 

I think the average banker 
would tell you, no, that is not, 
his job; that is the job of the Fed- 
eral Reserve officials. The Fed- 
eral Reserve officials used to 
perform that job, but today, the 
only thing the Federal Reserve 
does is to maintain low interest 
rates. 

How are we to get someone to 
tackle the job of determining how 
much money is enough and of 
decreasing the money supply we 
now have, and of preventing it 
from rising higher? 

The banks still hold a billion or 
so of thirty-day Treasury bills and 
about ten billions of Treasury 
certificates of indebtedness. They 


can take that 10 billion dollars to 
the Federal Reserve, turn it in, 
and get the means of purchasing 
at least 50 billion dollars of new 
loans, or new bonds and adding 
that amount to the money supply. 


Here again I ask you to check 
these figures. 


Mr. Sproul of the New York 
Reserve Bank, talking to the New 
Jersey bankers the other day said, 
referring to this very subject, that 
the Federal Reserve had lost con- 
trol over expansion of bank credit. 
He said, “We are no _ longer 
masters in our own house,” and 
indicated that the hands of the 
Reserve Bankers were tied. 


Responsibility of Federal Reserve 


Well now, if the Federal Re- 
serve authorities are in that posi- 
tion, what I want to point out is 
that, so far as I understand the 
situation, it is of their own mak- 
ing. They are in that position be- 
cause they adopted a policy dur- 
ing the war of maintaining and 
supporting the Government bond 
market, and they do not choose to 
change their own policy. Until 
they are prepared to say that they 
will not permit the member banks 
to come and dump any paper 
they happen to have into the Fed- 
eral Reserve and get the proceeds 
thereof to make loans or to buy 
other bonds that increase our 
money supply; until the Federal 
Reserve authorities are prepared 
to change their existing policy, 
made by themselves, to that effect, 
certainly they are not in control 
of the expansion of bank credit. 
That’s just what the banks have 
been doing, all the banks. They’ve 
been doing it because the Federal 
Reserve policy permits them to do 
it and because it enables them to 
increase their earnings. 

I don’t want to appear to be 
critical of my banker friends. I 
have banking responsibilities my- 


self, but I also have huge 
responsibilities for deposits in 
banking institutions. The banks 


have been taking their short-term 
governments to the Federal Re- 
serve, and without question, under 
the established policy of the Fed- 
eral Reserve Board they get the 
proceeds of what they take, which 
they can go out and use for new 
loans or new purchases of bonds, 
both of which increase the money 
supply. 

Look at the figures. Every Fri- 
day, in our New York papers, 
you will find a report of the Fed- 
eral Reserve system. There are 
outstanding 17 billions of Treas- 
ury bills: 15 billions of them are 
in the Federal Reserve banks. 
How did they get there? They 
ovassed through the member banks. 
When the member banks bought 
those Treasury bills from the 
Treasury, they added the 17 bil- 
lion dollars to the money supply. 
When and if they take those bil- 
lions to the Federal Reserve—and 
they have already taken 15 billion 
dollars of them to the Federal 
Reserve—and get their value in 
new reserves and use those re- 
serves to buy other higher coupon 
governments for earnings, they 
add to the money supply again to 
the extent that they make those 
purchases. In, other words, those 
billions have been through the 
mill once; and if they are dumped 
in the Federal Reserve and the 
proceeds of the dumping used to 
buy an equal amount of other 
government bonds, as they have 
been, or used to make loans, as 
they have been, they again add to 
the money supply. Thus, for the 
original 17 billion dollars of bank 
purchases of Treasury bills, 15 
billion of which are now in the 
Federal Reserve banks, we have 
an addition to the money supply 
of 32 billion dollars. 

Now, how long are we going to 
go on like that? Why doesn’t the 
Federal Reserve Board, establish 
a policy which will get control of 
this expansion of bank credit? 

I know most of the responsible 
bankers would like to see some- 
thing of the kind done. But it’s 


one or a few. It must be done as 
a result of general policy. The 
suggestion that I have to make is 
that this matter is of so much 
importance to you and to me, and 
to all the citizens of this country 
now and for a long time in the 
future, that the time has come 
for a re-examination of the whole 
matter of Reserve Banking, of the 
administration of the Reserve 
Board, of its relationship to the 
Reserve Banks, and their relation- 
ship to the member banks, by a 
monetary commission or some 
specific committee created by 
Congress, similar to the one 
which evolved the Federal Re- 
serve System in 1913. 


Mr. Eccles’ Proposals 


' The necessity for some such ac- 
tion is emphasized by the hearing: 
in the last few days in the House 
of Representatives before their 
Banking Committee. Mr. Eccles 
has been before that Committee 
for three days. He has been mak- 
ing some very important state- 
ments, all of which wind up with 
persistence in maintaining the 
low interest rate—even though he 
knows and says, that the only 
way you can maintain the low in- 
terest rate is to keep on piling up 
newly made money through bank 
holdings of government or other 
bonds. His whole planning or 
policy for the future contemplates 
not getting government obliga- 
tions out of the banks, which 
would tend to reduce the money 
supply to something more normal, 
but keeping them in the banks 
and making them more attractive 
to the banks. 


He suggests that it might be 
wise to increase the interest rate 
on short-term governments. The 
short-term governments are held 
by the member banks or the 
Reserve banks. Further, he points 
out that with the maturities dur- 
ing the next five years of higher 
coupon bonds, it will be possible 
to decrease the net cost to the 
government of its interest pay- 
ments, even though the rate on 


I have said to you today about the 
volume of the money supply, 
about the difficulties of reducing 
it, about the ways and the means 
and the dangers of increasing it, 
then surely you have an interest 
in doing something about it. If you 
don’t believe what I have said 
here today, I wish you would per- 
sonally and institutionally bring 
to my attention the error of my 
figures or my logic or my deduc- 
tions. 

If what I say is true, there is 
need for action. A monetary sys- 
tem which does not involve con- 
version of paper into something 
the people have absolute con- 
fidence in for the future requires 
management — competent, in- 
dependent, patriotic management 
—and it is not getting it. 
President Sproui was right: Ex- 
pansion of bank loans and of 
bank credit and, therefore, the 
amount of the money supply in 
this country and, therefore, the 
future of the dollar is under no 
control at this moment. And that 
is because of a Reserve Board 
policy that any government ob-— 
ligation — whether short-term 
government paper or long-term 
government bonds held by the 
banks — can be dumped in the 
Federal Reserve at the choice of 
the banks and the reserves which 
are thereby obtained can be used 
by the banks in their discretion 
and are being used to further in- 
crease the money supply. 

I am sorry I did get into some- 
what of what I call a speech, and 
I have gone on longer than 
meant to. I am very seriously con- 
cerned about this whole matter. 
If this great institution, which 
has served our city, state and 
nation for the last 175 years, isn’t 
prompted to do something about 
it, then I will say that the prob- 
lem of stirring up action some-— 
where else becomes pretty diffi- 





the certificates, which can be used 
to refinance those maturities is 
increased. 


Of course, we in the life insur- 
ance business would like to see 
some of those maturities vefi- 
nanced with long-term bonds 
with an increased coupon, which 
would have the effect of drawing 
those bonds out of the banks and 
putting them in the hands of 
long+term investors. But, says Mr. 
Eccles, the policy will be to main- 
tain the low interest rate gener - 
ally, even if it results in bringing 
the long interest rate down. 


We in the life insurance busi- 
ness don’t ask the Treasury of the 
United States to issue any bonds 
in order that we may have sonie- 
thing to invest in. What we do 
say is that we will not invest the 
funds for which we are responsi- 
ble unless we get a satisfactory 
investment at a satisfactory rate, 
and that includes the issues of the 
United States Terasury. We are 
not asking for the favor of some- 
thing in which to invest. We are 
asking for a financial policy that 
will protect the future value of 
the dollar. 


Conclusion 


The only fiscal policies that will 
do that are a balanced budget 
with a surplus that will pay off 
a considerable amount of the debt 
in the banks or a refinancing of 
that bank-held debt with a longer 
term bond and a higher coupon, 
which will put it in the hands 
of permanent investors and re- 
move its inflationary effects. 

The short-term view is the poli- 
tical view. The long-term view 
should be the business view. Un- 
less we in the business world are 
ready to take some responsibility 
in this matter, unless we believe 
there is a problem here and a 
danger, how can we. expect our 
political friends to have the cour- 
age to do anything serious about 
it? 








something that can’t be done by 


cult. 


H. A. McDonald Named 
To SEC Post 


Harry A. McDonald, McDonald, 
Moore & Co., Detroit, Mich. has 
been nominated by President Tru— 





























Harry A. McDonald 


man to the Securities and Ex- 
change Commission, to fill the 
post held by the late Robert E. 
Healy. Mr. McDonald’s term of 
office will expire June 5, 1951. He 
is a member of the Detroit Stock 
Exchange. 


Truslow Honored 


Francis Adams Truslow, Presé 
dent of the New York Curb Ex— 
change, was the guest of honor 
March 7 at a dinner at Louis 
Sherry’s which was given by the 
board of governors of the New 
York Stock Exchange and at- 
tended also by the board of gov— 
ernors of the New York Curb Ex-— 
change. John A. Coleman, Chait- 
man of the board of the New York 
Stock Exchange, presided, and 
Emil Schram, President of that 
Exchange, Edward C. Werle, 
Chairman of the Curb Exchange’s 
board of governors, and Col. Wit- 
liam A. Lockwood, Curb Exchange 





If you believe the things that 


counsel, spoke. 
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(Continued from page 1316) 
Normally 36% of all tires sold are 
sold to manufacturers of auto- 
mobiles to put on new cars. That 
is not the ratio at present for ob- 
vious reasons, but even now ac- 
cording to the latest figures, 21% 
of the tires are going onto new 
cars and the old _ relationship 
should be reestablishied before 
very long. 

Take the matter of steel. There 
are various estimates of the pro- 
portion of the output of steel that 
goes to the automobile industry, 
but roughly speaking, if you say 
somewhere between 10 and 16%, 
you will probably hit it. 

There are other industries not 
so obviously related. The trans- 
portation of automobiles by rail- 
road is an important source of 
railroad revenues and the demands 
of the industry for coal is an im- 
portant use also. 

Take the matter of labor em- 
ployed. About 24% of all the 
gainfully employed workers in the 
country are in the automobile in- 
dustry or something closely related 
to it, and if you come down to 
factory workers alone, the pro- 
portion of factory workers in the 
industry is about 6%. Well, you 
can see under those circumstances 
that if there were any reason to 
suppose that the automobile in- 
dustry is going to be active in the 
coming year, it follows that the 
depression that might otherwise 
have been expected in general 
business cannot be as deep as 
might have been expected on the 


analogy of previous postwar pe- 
riods, 


Present Auto Demand 
Extraordinary 


The demand for automobiles at 
the present time is perfectly ex- 
traordinary. Before going into the 
details of it, the nature of it and 
the reasons, I just want to take 
up one point which has received 
a good deal of attention lately, and 
that is the question as to whether 
that demand may not be choked 
off by high prices. You hear so 
much said about the high price of 
automobiles, and it is true that as 
compared with 1941, the average 
price is up perhaps 55 to 60%, and 
if you take into account the re- 
stricted terms of credit, the 
amount that has to be paid by 
people who buy on credit, that 
amount per month is perhaps 
twice as great as it was in 1941. 


But incidentally, only about one 
car out of five is sold on terms 
now anyhow, and so that does not 
mean so very much. ‘Also in the 
matter of allowance for the used 
cars turned in, it is obvious that 
the prices.of used cars have gone 
up as much or more than the 
prices of new cars. Of course that 
is a hard thing to measure, be- 
cause the used car is declining in 
value all the time and you have a 
sort of a sliding base from which 
to measure the increase, but we 
know that a good many five and 
six year old cars have been sold 
within the last year at a price as 
great as was originally paid for 
them, and we know that a good 
many nominally used cars of the 
latest model that have been run 
a couple of weeks are sold for $200 
or $300 or maybe more than the 
authorized price for the new car,— 
a difference between the legitimate 
market on the new cars and what 
was a black market until a few 
months ago in the used cars. 


And that the present time, al- 
thongh the market in used cars 
cannot be considered a black mar- 
ket, nevertheless the manufactur- 
ers, for reasons of public policy 
if not for law, are keeping down 
the price of the new cars below 
what they could get for them, 
whereas there is no such restric- 
tion on the buyers of the new 


cars who turn around and sell 
them again. 


Auto Prices 


In saying that the price of auto- 


mobiles has not gone up enough 
to choke off demand, I just want 
to remind you that against the 55 
or 60% increase in the automobiles 
since 1941, we have, according to 
the official index which probably 
understates the situation, a 46% 
increase in what they call the cost 
of living or used to call the cost 
of living, the retail prices of things 
bought by wage-earners. We have 
a 56% increase in the wholesale 
price index which is almost ex- 
actly the same as the increase in 
the average sedan at the present 
time. 


There is some confusion also as 
to how much the various makes 
have gone up. I suppose you have 
all gone into the situation enough 
to realize that in spite of all the 
publicity that Ford got a while ago 
for reducing prices, Ford’s prices 
are still, on almost every model, 
higher than General Motors’, and 
in spite of all the unfavorable pub- 
licity that General Motors got a 
few weeks before that for raising 
prices, they were still lower than 
the rest of the industry. The only 
reason for that raise being neces- 
sary at the time was the fact that 
the OPA discriminated against 
General Motors as long as it was 
in existence and refused to grant 
us increases that they did grant 
to other people. 


Nature of Demand for Cars 


Now I want to go to the nature 
of the demand. According to the 
latest count, which dated at the 
end of 1945, the number of cars in 
existence was 24,700,000. I do not 
want to get you confused with 
registrations because the figures 
for registrations are higher. I shall 
talk only about cars in use. As 
you know, a good many cars are 
registered, even simultaneously, in 
more than one state for various 
reasons. That is particularly true 
of trucks that are engaged in in- 
terstate commerce and it also hap- 
pens that a good many states have 
a rule that a new car requires a 
new registration even if the owner 
has previously had one for his 
previous car, and, on the other 
hand, other states adopt the op- 
posite practice, so that, generally 
speaking, the number of registra- 
tions is two or three million higher 
than the number of cars. 


Allowing for that, we have a 
figure at the end of 1945 of 24.7 
million passenger cars, 24.7 mil- 
lions that were in use. That num- 
ber may not be much greater now. 
I doubt if it is over 25%, because 
the scrappage rate has been very 
high on account of the high aver- 
age age of the cars. They were just 
being carried on until they could 
be replaced and then were scrap- 
ped, and so, although there have 
been since that count was taken 
perhaps two and a half million 
passenger cars produced. it is very 
likely that over half of them were 
offset by cars scrapped, so the net 
cars in use now is very likely 
around 25% million. 


Back in 1941 the number was 
26.6. In other words, we are prob- 
ably a million to a million and a 
half below what we were in 1941. 
Since then the national income, 
even after allowing for increased 
taxes and after allowing for the 
reduced purchasing power of the 
dollar, the real national disposable 
income has gone up 20%. You 
might naturally think that we 
could afford 20% more cars and 
I think that that calculation 
would not be misleading at the 
present time. 


Need Six Million More Cars 


In other words, we ought to 
have about six million more cars 
than we actually have. The ques- 
tion is, how long will it take to 
get them? You sometimes see 
statements made by people who 
say that we are going to have 


several years of six-million-car 





production. Well, I do not think 
that is true and I feel very certain 


Outlook for Automobile Industry 


that if we do have a six-million- 
car year, it will not:be this year 
or next. ‘ 

The reason for this year is the 
scarcity of certain essential mate- 
rials. As you all know, we have 
been held back all during 1946 
and are still being held back by 
shortages in copper, lead, certain 
kinds of textiles, and especially 
at the present time, sheet steel 
and pig iron. During the coal 
strike we had to use up some of 
the supplies of steel that we had 
on hand and for that reason, be- 
cause we were able to do that, our 
production during the strike did 
not go down very much, but we 
have since been feeling the results 
of that strike, and for that reason 
the January and February figures 
were very low. 

Because of that and also the 
other shortages I mentioned, and 
also because a few of the bottle- 
necks in the plant have not been 
wholly removed yet, the rate of 
output will not be very much 
higher in the first half of this 
year than it was in the last quar- 
ter of last year. 

After the middle of the year 
things should pick up but it is 
the general feeling that we will 
not be able to turn out—the in- 
dustry as a whole—more than 
4,000,000 passenger cars this year 
and, as a matter of fact, 3,500,000 
is just as popular a figure as four. 
Now you can add to that 1,000,000 
or 1,500,000 trucks and you have 
an overall maximum of 5,000,000, 
and I do not think any of the pro- 
duction men in the _ industry 
would think anything more than 
that was possible in 1947. 

When it comes to 1948, we hope 
that the material shortages will 
be greatly alleviated and we 
know that the bottlenecks in the 
plants will be taken care of, and 
so it is possible that in 1948 we 
might get an overall output of 
6,000,000 or so, and passenger cars 
amounting to five. After that, as 
far as the production is concerned, 
we might be able to increase, but 
by that time we have to consider 
that something is going to happen 
to demand. ; 


Effect of Prices 


I spoke about the backlog, of 
6,000,000 and also mentioned that 
the high prices are not having any 
particular effect, but there is 
another thing to bear in mind. 
The reason why high prices are 
not a deterrent at the present time 
is largely the fact that the exist- 
ing cars are so old that they must 
be replaced. That situation will 
not continue after a year or so 
of new car production. At the 
present time we have something 
like 12,000,000 cars over seven 
and a half years old. In 1941 we 
only had 5,600,006 cars over seven 
and a half years old. There is a 
6,000,000 difference. 


That could be made up if we 
produced 8,500,000 new cars in 
this year and next. That would 
probably make it possible to 
scrap 6,000,000 of these old ones 
and we would get right back ‘to 
normal and the abnormal demand 
that exists because of the faet- that 
the cars are falling apart would 
disappear. 


Just when that will happen, 
nobody knows. After all, the dis- 
solution of a car is not an im- 
mediate event. It can be delayed 
by appropriate measures and how 
anxious people are to keep the 
old bus running is partly a func- 
tion of their income and of the 
cost of replacing it. You can make 
various assumptions as to what is 
going to happen to general pur- 
chasing power. If you think there 
is going to be a depression either 
this year or next, why, the ab- 
normal insatiable demand for 
automobiles of the sort that can- 
not be deterred by high prices 
will come to and end before the 
end of next year. 


If you assume there is not going 





to be any serious recession, that 





we will continue prosperous, why, 
the high production and high sale 
of cars might continue into 1949 
or under most extréme hypotheses 
I can think of, into 1950, but after 
that, you reach a situation where 
the vacuum has been filled and 
the demand for cars will be large- 
ly in the nature of replacements. 


In the past we have had besides 
the replacement demand, a de- 
mand for new cars based on the 
fact, first that the population is 
increasing and, secondly and more 
important, that the national in- 
come has been increasing, and 
thirdly and most important of 
all, that automobiles were still a 
comparatively mew product and 
the market had not become 
saturated in the sense that not all 
the people who might be reason- 
ably expected toebuy a car with 
a given income had yet reached 
that stage. 


Increasing Cars Per Capita 


If you study the growth of 
the automobile.population in 
terms of human population, that 
is, the number of cars per capita, 
from the beginning down to the 
present, year by »year, you will 
find that up toi929 it was in- 
creasing rather rapidly according 
to the rate that yew would expect 
from a normal cumulative curve. 
I have a chart here that I can hold 
up and you can get the idea (in- 
dicating). 

There is the actual number of 
passenger cars per hundred per- 
sons and the dashed line which 
you see as very smooth end 
symmetrical, which represents the 
normal cumulative probability 
curve. You see in 1929, the two 
lines went alon® very closely 
together. After “that the actual 
cars per hundred persons fell off 
and there has been a very ir- 
regular line since* then. Even in 
1941 it did not get back to the 
curve. 


That implies that there is such 
a thing as a saturation point based 
on population. As far as I can 
figure, that particular saturation 
point will not become effectively 
a fact until around 1954 or 1955. 
I mention it simply ‘to illustrate 
the ceiling that_must exist on the 
number of ca use aside from 
the number that might possibly 
be bought out o certain annual 
income. There are other ceilings 
of a somewhat *different nature 
which I think gre more imme- 
diately effective.” 

This particular calculation was 
based on the total population. A 
similar one base@ on the popula- 
tion of driving age, on the as- 
sumption that the car cannot run 
without a driver, will give you al- 
most the same answer, but the 
ceiling is perhaps a year or so 
earlier. Then there is another ap- 
proach and that is the number of 
people who can ‘afford or think 
they can afford new cars as dis- 
tinguished from.;those who can 
afford any kind of a car. 


If you will take the studies that 
were made by the Bureau of 
Labor Statistics and other govern- 
ment departments: with regard to 
the number of cars owned by peo- 
ple in each income class and the 
study of the National Resources 
Planning Board that was made 
back in 1936 along the same lines, 
you can make the assumption that 
by 1941 the proportion of new car 
owners in each income class had 
reached its limit. After all, cars 
had been very well known and 
admired for 40 years and it is not 
unreasonable to suppose that by 
1941 everyone with an income of 
$10,000 or over who had any pos- 
sible reason for wanting a new 
car, had got one, dnd the same as- 
sumption is probably true if you 
go down to a $5,090 income. 

In other words, ‘you assume that 
the increase in thé number of cars 
from now on wal be mainly a 
question of how many people 
move from the lower income 
classes into th@ higher income 


classes and not Because the peo- 
ple in the highe& income classes 



















Volu 


———— 


to mai 
cinar 
ause 
tomou 
one. 
hand 
the P 
ave 4 
time 
auton 
noug 
a ne 
them 
hiate 
And 
profit 
,0t s 
ent, 
f the 
vill b 
once 


buy cars in any larger proportions 
than they have in the past. 

If you work it out on that as. 
sumption, you will bring the cei. 
ing a little bit closer. Ihe reason 
I am talking about ceilings is that 
whenever the ceiling does become 
effective—and I think it wouiq 
be sometime between 1951 anq 
1953—after that point the increase 
in the number of cars will be very 
slow. These ceilings are not ab- 
solutely rigid. They change aq 
little bit as the population grows. 
But the demand after that point 
will be almost entirely a replace- 
ment demand. 

























Future Replacement Demand 


The question then arises: how 
great will the replacement de- 
mand be? If we say, just to take 
a figure, that the limit on a car ducti 
population is 33,000,000; the re- dust 
placement demand will obviously Phe sc 
be that 33,000,000 divided by the Iipom 
number of years that the average Hi ¢ tett 
car lives. I have seen a_ good fB,iace 
many statements made to the ef- Bourse 
fect that the average car life is ema 
seven years. 

That was true back in the mid- Qu 
dle Twenties. It has not been true Eve! 
since then. The average life of a Bihat 
passenger car has been increasing H,.geme 
and beginning with 1933 or 1934 Hiforced 
models, it has certainly been over Bside 
eleven years. n wh 

We do not know whether it is ill n 
going to increase in the future at ree 
the same rate. Of course, the cars fiperiod 
are made well enough now so that Hiars w 
they could be made to last eleven, HBnand 
twelve or more years on the aver- Hnost 
age. You have all seen cars run- Jars a 
ning on the streets that are 20 ertain| 
years old, but against that, of Hutomc 
course, there is the question of Jjincome 
whether the public will want to Bny in 
run an old car, whether they can (fates. 
afford to scrap it and replace it Hjnake 
with a new one, or whether the §onseq 
manufacturers can change the Mars is 
models so that it is no longer e lab 
either convenient or fashionable 
to run an old one, or whether the 
new cars can be made so cheap 
that it is not worthwhile to run an 
old one. 

What I am getting at is that as 
far as the replacement demand is 
concerned, at the present rate of 
average life, that would mean only 
3,000,000 passenger cars a year if 
we assume that the total limit on 
the passenger car population in 
the next 10 or 15 years is some- 
thing like 33,000,000. 

The net result of this, as far as 
the automobile industry is con- 
cerned, is that we are headed for 
probably two years, possibly three 
of capacity operations. After that, 
no matter how hard we try, we 
are not going to keep up at that 
high rate. We are going to drop 
back to a level of perhaps 3,000,- 
000 domestic passenger car sales. 

We can add to that, of course, 
any allowance you wish to make 
for exports. That is an entirely 
different problem not affected by 
such things as ceilings or by the 
distribution of income in_ this 
country, and you can add to that, 
of course, trucks, and so you can 
still have what would seem like 
a very good year to us in the 
30’s, but nothing like what some of 
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the most optimistic spokesmen of erials 
the industry have been proclaim- BB,,4 4; 


ing. 


Will There Be Manufacturers’ 
Profits? 


Then the next question '5, 
granted that there is a market for 
a large number of cars and that 
the capacity to produce is for 4 
large number of cars, will there 
be any profit in producing them: 
The answer to that, of course, lies 
principally in the hands of the 
labor unions. If they insist on 1"~ 
creasing wages as fast as the mar- 
gin out of which wages’ can be 
paid increases and leaving nothins 
for the stockholders, why, natu- 
rally the stock will not be worth 
very much. There are some ad- 
verse effects on the laborers them- 
selves which some of them 2ré 
beginning to realize. 

In the first place, when the pric¢ 
of the car goes up, it did not us¢ 
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to make any difference to the or- 
<inary worker in the factory be- 
ause, although he owned an au- 
tomobile, he did not own a new 
one. He always bought a second- 
hand one, and so that increase in 
the price of the car would not 
ave deterred him. At the present 
time the ordinary worker in an 
.ytomobile factory is making 
nough meney so that he can buy 
a new car and a good many of 
them do. Well, there is an imme- 
jiate effect, of course. 


Another effect is that if the 
»rofits left to the stockholder are 
,ot suficient to encourage invest- 
ent, there will be a smaller part 
f the income plowed back, there 
vill be less expansion of existing 
oncerns and practically no intro- 
duction of new concerns in the 
industry and, in fact, there may 
be some withdrawal of capital 
from the industry by the process 
of letting it wear out without re- 
»lacement, and that will mean, of 
purse, a correspondingly smaller 
emand for labor, 


Question of Future Wages 


Even aside from the decisions 
hat might be made by the man- 
ngement, if the price of cars if 
orced up by higher wages, why, 
pside from the abnormal period 
n which we are now and which 
il not last more than two or 
ree years, when that abnormal 
period is over, the higher price of 
s will naturally reduce the de- 
and for cars because, after all, 
nost of the possible buyers of 
ars are not wage earners and 
ertainly not wage earners in the 
putomobile industry, and their 
ncome will not be pushed up by 
¢ny increase in automobile wage 
ates. They will be compelled to 
nake the old gar last longer and 
onsequently if the demand for 
ars is reduced, the demand for 
e labor employed in making the 
ars will be reduced. 

If you take the long run point 
bf view, then, the eniehe ait tn 
ly overdo the demand for in- 
teased wages even from their 
wn selfish angle. Possibly they 
lave done so already. But, of 
ourse, they are trying to go 
head and do some more. You 
ill frequently hear the statement 
ade that only one-sixth or 
aybe they go as high as one- 


mobile is Jabor cost. That is one 
Mf those very misleading state- 
ents which would not be made 
ly any good economist. 


The figure is taken from the 
ensus of Manufacturers where it 
‘true that if you take the wages 
at were supposed to have been 
aid by the automobile industry 
n 1939, and compare it with the 
otal value of the product, the 
ages run around one-sixth. Of 
ourse, it differs from company to 
sapany depending on how much 
their own parts they make and 
°w much they are just assembly 
berations, but the census volume 
pelt warns specifically against 
rawing any such conclusion, be- 
ause in addition to the direct 
he r cost in any given industry, 
al is all the labor cost of ma- 
ey bought by that industry 
; here is a certain process of 
mulative duplication, you might 
wd in that, so that if you take 
auufacture in general, instead of 
oe ae one-sixth of the total 
alf €y will work out over a 














tl you will take the automobile 
mei you will get instead of 
~ isd of the total cost, if you 
wel or the cost of labor in the 
O-thirne) Ou, Will get up to over 
Ilo Was and, of course, that is 
y the immediate labor cost. 
¢t me illustrate by. saying what 
ink would be the effect of a 
heres crease in wages. A 10% 
ee in wages would obviously 
hrease the total cost of making 
eae: about 3% immediately. I 
). 2 & 10% increase in wages in 
pea etomobile industry, not ac- 
ed by increases in wages 
€r industries would immedi- 
my increase the cost of making 
car about 3%. Of course, in 


luarter of the cost for an auto- | 


] some cases that can be taken out 
of profits or part of it could. But 
if there is a general round of in- 


the most likely prospect, the im- 
mediate increase in the cost of 
making the car would be some- 
thing like 7% and, of course, no- 
body would maintain that that can 
be taken out of profits. 


In addition to that, we have to 
consider that the plant and equip- 
ment is also made by labor, It is 
not replaced every year but it is 
replaced over a period of years. 
If we sey that the average ma- 
chine has to be replaced on the 
average every five years, why, 
, that means that most of the re- 
maining 3% out of that 10% wage 
increase will also be passed on 
into the cost. of the car in the 
course of five years. I am just 
using rough figures for purposes 
of illustration. 


Wages and Car Prices 


What it boils down to is this: 
that a 10% wage increase all over 
the country in the automobile in- 
dustry and its supplying industries 
would immediately raise the cost 
of the car about 7% and in the 
course of the next four or five 
years would raise it by another 
2 or 2%%, something like that. 
been is just the plain mathematics 
of it. 


If you now take into considera- 
tion the fact that the higher cost 
of cars would either reduce the 
sales and thereby reduce the 
profits, or else if it is not added 
to the selling price, so as not to 
reduce the sales, but comes out 
of profits directly, then you have 
to consider that the remaining 
+profits may be insufficient to in- 
duce management and investors 
, to keep on producing at that rate 
{—in other words, the industry 
tmay be reduced in size or’ pre- 
vented from growing, with such 
result that at the end of five or 
‘ten years, more than 10% of the 
‘increase will have been passed 
on in the shape of higher prices. 


As the sales are reduced, the 
overhead per unit becomes 
_ greater, obviously. If you are pro- 
{ducing 5,000,000 cars and you 
‘have an overhead of $100,000,000, 
-just for illustration, that is $20 
| per car. If you are only producing 
4,000,000 cars, your overhead can- 
not be reduced immediately or 
very much. There you have $25 
per car. Well now, because of that 
increase in unit overhead, it is 
very likely that in the course of 
four or five years a 10% increase 
in wages now would increase the 
cost of the car considerably more 
than 10%. It is all a matter of 
timing, you see. 

The labor people emphasize 
those misleading figures from the 
census and say that a 10% in- 
crease means only a 3% increase 
in the costs, but if you interpret 
the census correctly and take into 
account the long-time results as 
well as the immediate ones, it 
could easily be more than 10%. 





Relation of Prices to Demand 


There is a good deal of differ- 
ence of opinion as to how much 
reduction in demand would fol- 
low a certain assumed increase in 
cost or in price. We have found 
that for practical reasons it is 
necessary to assume that a 5% 
increase in price will ordinarily 
reduce the sales 5%. That is the 
easiest way of doing it and that 
figure corresponps to all the in- 
formation that jve can find as 
well as any ot figure that you 
might take. The important thing, 
however, is to realize that this 
year and next that general rule 
does not apply because the de- 
mand is so urgent. 

We have worked out, although.I 
am not going to bother you with 
the details, what we think would 
be the demand for cars under the 
assumption of a recession equiv- 
alent to that which followed the 
first World War, and we have 
made three different assumptions 
as to when that recession may be- 
gin. Of course, we have made 











creases in all industry, which is; 











Tomorrow’s 


Markets 
Walter Whyte 
Says— 

y WALTER WHYTE 


Market continues to point 
lower. International food 
problem becoming increasing- 
ly acute, with daily commod- 
ity price rise. 

With every day that passes 
the market gives additional 
evidence that something is 
wrong. Last week we saw 
prices rise on news of the 
John L. Lewis Supreme Court 
decision. Rise, however, was 
short-lived and followed by a 
spill-over the following day. 


a He 8 


The excuse for the break 
this time was Truman’s state- 
ment that matters of impor- 
tance prevented his taking a 
vacation at this time. Whether 
the Lewis ruling was respon- 
sible for the rally, or whether 
the Truman stand caused the 
break, is unimportant. In fact 
the only thing that is impor- 
tant is the fact that day after 
day the market either walks 
around in a fog or stumbles 
ever its own feet. Whether 
this means that we are in for 
a bear market, is likewise un- 
important. 

* * ok 

Bear markets aren’t made 
by anybody’s statements, or 
by anybody’s decisions. They 
are caused by a series of 
events of long standing. -The 
statements are merely road 
markers. The most serious 
situation in my mind is the 
continued rise in commod- 
ities. We have made loans, 
and are thinking of making 





various other assumptions for ex- 
perimental purposes and we can- 
not be sure of anything, but at 
least we think we have a pretty 
good idea of the possible range, 
and just to illustrate the uncer- 
tainty of it, I will give you a few 
extreme figures of what we think 
will be the demand for passenger 
cars in the United States. This 
does not include trucks or any 
exports and it is more for illus- 
trative purposes than anything 
else. 

On six different assumptions 
here as to general business ac- 
tivity, I get a range of demand 
for passenger cars in the United 
States running from 3,141,000 to 
3,500,000. In that particular case 
the top is set by reason of in- 
ability to produce more. 

If any of you are interested in 
working out the statistical analy- 
ses, I just want to warn you not 
to rely on the method of correla- 
tion against national income in 
the past, because you are going 
to get absurd results. Any kind of 
a correlation against national in- 
come, whether you take income 
payments or disposable income 
or supernumerary income or any- 
thing else, gives very high an- 
swers in terms of automobile pro- 
duction, because everybody is 
contemplating such a high rate of 
income in the future. Such rates 
cannot be maintained for more 
than a year or so and probably 
could not be attained in even one 


year-on account of the limits on 
the production capacity of the 


| industry. 





more of them. These loans are 
seldom, if ever, in cash. They 
call for credits to be used for 
the purchase of either raw or 
finished materials in this 


}country. Practically always 


the loan is tied up with a 
large commodity purchase. If 
a country, or an individual 
makes a loan with the idea of 
buying a_ predetermined 
amount of supplies, and then 
the price of the supplies 
mounts sharply, the loan is 
obviously watered down. Eng- 
land, for example, has agreed 
to buy a_ predetermined 
amount of grain from us. With 
corn and wheat making new 
highs, her situation will either 
call for new loans or curtailed 
purchases. * 
cK Bo Bd 

That England is well aware 
of her plight is seen in her 
desire to pull out of Greece. 
That means we move in. That 
means we spend money. We 
can’t follow the old expan- 
sionist dictum of the dollar 
following the flag where 
Greece is concerned. There’s 
a simple reason against it. The 
Greeks don’t have the money 
to buy our products, nor for 
that matter has any other 
country unless we lend them 
the money. Loan may be di- 
rect or arranged thru the in- 
ternational bodies set up for 
that purpose. But however 
it’s done, their loan must have 
a fixed buying level, as well 
as a fixed repayment level. 

ok ok * 


It has frequently been said 
that American prosperity is 
often based on the amount of 
foreign business we do. You 
can take it from there. 

oe ok * 


The market doesn’t pretend 
to have the answers to every 
problem. In fact it isn’t even 
interested in the major ones. 
It merely reflects the thinking 
and the acting of informed 
moneyed interests. It is this 
action we see when we watch 
the stock tape. 

7 * * 


For the past few weeks the 
stock tape has been signalling 
“down.” Nothing it has done 
in the past few weeks has 
changed that. So long as it 
persists in pointing the direc- 
tion, it would be foolhardy 
for anybody to start fighting 
a * ok % 

Whether it is the beginning, 
the middle or the end of a 
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H. Hentz & Co. 
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New York Stock Exchange 
New York Curb Exchange 
New York Cotton Exchange 
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Chicago Board of Trade 
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N. Y. Cotton Exchange Bldg. 
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bear market, is also pointless 
to the trader. I have seen bear 
markets where it was possible 
to make plenty going long. I 
have also seen bull markets 
where going short was the 
most profitable for the time 
being. It all ends up in a ques- 
tion of timing. 
By xe Kr 

I wish that for this week 
anyway I could be more spe- 
cific. There is enough shilly- 
shallying going around to con- 
fuse you without my adding 
to it. But all I can see is more 
dullness followed by more re- 
action. With that likelihood 
facing us, I can’t very well ad- 
vise any new buying. So until 
the market shows better per- 
formances the sideline posi- 
tion will continue to be ad- 
vocated. 


More next Thursday. 
—Walter Whyte 


expressed in this 
article do not necessarily at any 
time coincide with those of the 
Chronicle. They are presented as 
these of the author only.| 


Trans-Ocean Teletype 
For Model, Roland Go. 


Model, Roland & Stone, 76 
Beaver Street, New York City, 
have inaugurated the operation of 
a privately leased trans-Atlantic 
teletype. This is the first direct 
communication between New 
York and London financial in- 
terests. The method of communi- 
cation, carried over direct sub- 
marine cables, is an adaptation of 
the Varioples system used by the 
United States and British Gov- 
ernments during the war. 


Jerome Davis With 
Seligman, Lubetkin Co. 


Jerome G. Davis, security and 
trade analyst, has become associ- 
ated with Seligman, Lubetkin & 
Co., 41 Broad Street, New York 
City. Mr. Davis was formerly as- 
sociated with Fitch Investors 
Service and with Standard & 
Poor’s Corporation. 


[The views 
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(Continued trom page 1384) 
stances in each case. 111 tnis way 
the remaining lending authority 
of the Export-Import Bank will 
be used most effectively in carry- 
ing out its statutory mandate of 
financing and facilitating the ex- 
change of commodities between 
the United States and foreign 
countries.” 


Export Credit and Transfer 
Guaranties 


On the subject of export credit 
guaranties, Mr. Martin stated: 
“The Export-Import Bank is con- 
tinuing to give careful study io 
current proposals for the extension 
by it of export credit and transfer 
guaranties. With regard to credit 
guaranties, it has not appeared to 
the Bank that the need for short- 
term credit guaranties in the 
United States is large enough to 
warrant the establishment of a 
general system under its admin- 
istration. The Bank has also had 
doubts about entering a field of 
activity which might be consid- 
ered more appropriate for private 
enterprise and has therefore taken 
the position that there should be 
a convincing demonstration of 
niced for a government system. 


“With respect to export credit 
risks which exceed normal com- 
mercial risks and which business 
firms are unwilling to assume, or 
private financial institutions to 
underwrite, the Export-Import 
Bank has for many years stood 
ready to relieve exporters of 
credit risk (and transfer risk as 
well) by extending credits with- 
gut recourse on the exporter to 
finance specific export transac- 
tions. 


“With respect to transfer guar- 





aunties, as stated in our latest re- 
port to the Congress, the Bank has 
made an extensive investigation 
ef need and feasibility, without 
reaching, however, any final con- 
clusions regarding the advisability 
of offering them to United States 
exporters. The subject is one in 
which there seems to be wide- 
spread interest among exporters 
and one in which the President’s 
Committee on Financing Foreign 
Trade has also interested itself. 
From the point of view of this 
mmittee, as well as from the 
point of view of the Export-Im- 
port Bank, one of the principal 
questions regarding a govern- 
ment system of transfer guaran- 
ties is its possible usefulness in 
achieving the Bank’s objective of 
encouraging paritcipation by pri- 
vate capital in foreign-trade fi- 
nancing. All aspects of the prob- 
lem are continuing to receive the 
close attention of the Bank.” 


Interest Rates 


It will be recalled that the Na- 
tional Advisory Council on In- 
ternational Monetary and Finan- 
cial Problems (NAC) recommend- 
ed in September 1945 that the 
Export-Import Bank’s general 
rate of interest on 20- to 30-year 
loans to foreign governments for 
reconstruction purposes should be 


3% as compared with a going 
rate of 4% on other long-term 
loans. 


The Bank has naturally 
followed this recommendation, 
Mr. Martin pointed out. 


The &x-Imp’s report to the 
Congress records that, on the basis 
of studies the NAC in July rec- 
ommended, and the Export-Im- 
port Bank adopted, the following 
policy on interest rates applicable 
to new loans: 


(1) An average or effective rate 
of 342% on long-term loans other 
than reconstruction loans to for- 
eign governments, to agencies of 
foreign governments, and to pri- 
vate firms when effectively guar- 
anteed by foreign governments 
or their agencies. 

(2) Higher rates on loans to 
private borrowers nat guaranteed 
by foreign governments or their 


agencies, if justified by the risk 
factor. 


(3) Rates on short-term loans 
at the discretion of the Bank. 
The recommendation of the 
NAC was based on a number of 
considerations. The 34% rate 
was calculated to cover the cost 
to the United States Government 
of the public money used by the 
Bank, plus an allowance for risk 
and for administrative expense 
judged to be the minimum neces- 
sary to keep the Bank on a self- 
sustaining basis. It was deemed 
adequate to make possible the fix- 
ing of interest rates on foreign 
securities issued under Export- 
Import Bank agreements suffi- 
ciently above rates on domestic 
securities to attract private partic- 
ipation, while avoiding burden- 
some charges on foreign borrow- 
ers. It represented a reduction 
from rates charged in the past by 
the Export-Import Bank and thus 
reflected the general reduction in 
interest rates over the past sev- 
eral years. At the time the rate 
was adopted, it was believed to be 
in conformity with the rate which 
would be charged by the World 
Bank on its loans of comparable 
maturity, so that the division of 
function between the World Bank 
and the Export-Import Bank 
could be worked out without the 
complication of a significant dif- 
ference in the effective cost of 
money to borrowers from the two 
institutions. However, with the 
actual determination by the World 
Bank of interest and other charges 
on its loans, or because of other 
changing conditions, it may be 
necessary to review and revise 
this judgment, the Export-Import 
Bank reports. 


Imports Must Be Increased 


In view of the growing creditor 
position of the United States re- 
sulting from postwar credits to 
foreign countries, it is evident to 
the Ex-Imp as well as others that 
useful and economically desirable 
imports into the United States 
should be stimulated by all appro- 
priate means, so as to make it pos- 
sible both to export American 
products in large volume and to 
receive interest and principal pay- 
ments on foreign loans. The Ex- 
oort-Imvort Bank expresses the 
belief “that it can play a useful 
role in furthering this purpose. 
The contribution of proposed loans 
to improving the balance-of-pay- 
ments position of the borrowing 
country has always been an im- 
portant factor in their considera- 
tion by the Bank and should be 
given even more weight in the 
future.” 

“This approach” the report con- 
tinues, “refers particularly to 
credits extended on application 
of foreign entities. Other credits 
which would be effective in de- 
veloping imports into the United 
States may be extended on appli- 
cation of United States citizens 
who desire either financing of 
production in a foreign country 
under their own control or fi- 
nancing to be channeled through 
them in the form of advance pay- 
ments for goods to be delivered. 


“There are still other methods 
open to the Bank of carrying out 
its mandate from the Congress to 
facilitate the import as well as 
the export trade of the United 
States and in this way also to 
improve the prospects of repay- 
ment of its existing loans. 


“It can explore with representa- 
tives of foreign countries owing 
substantial sums to the Bank steps 
necessary and appropriate to en- 
courage on a selective basis im- 
ports from such countries into the 
United States. 


“It can arrange with other gov- 
ernment agencies, or, if necessary, 
with private agencies, for research 
studies of the possibilities of for- 
eign production of articles which 
could be usefully and economical- 
ly imported into the United States. 


“It can ascertain from foreign 
agencies in the United States the 





means they have found most ef- 


Policy Issues at Export-Import Bank 


fective in stimulating sales of 
their national products and what 
assistance the Export-Import 
Bank might lend to their efforts. 

“Tt can work with national im- 
port associations and with other 
public and private agencies to as- 
certain means of removing the ob- 
stacles to larger imports consti- 
tuted by poor distribution facil- 
ities for imported specialities. 

“In all of these and other ways, 
the Export-Import Bank can in- 
crease its contribution to the 
maintenance of a high level of 
two-way foreign trade for the 
United States.” 


Foreign Trade Outlook for 1947 


In his report to Congress cover- 
ing the second haif of 1947, Wil- 
liam McC. Martin, in addition to 
reviewing operations of the Ex- 
port-Import Bank tells of the out- 
look for our foreign trade and the 
international debt structure. Ac- 
cording to his report: 

“The general pattern of foreign 
trade and other international 
transactions which prevailed dur- 
ing 1946 will prevail also during 
1947, with some significant differ- 
ences, however, in the way in 
which the credit balance due the 
United States will be financed. 
The prospect is that commercial 
exports of goods from the United 
States will increase as compared 
with 1946, but that other transfers 
of goods to foreign countries and 
particularly of surplus goods lo- 
cated abroad, will be much less 
than in 1945. Imports from for- 
eign countries should increase sub- 
stantially in 1947 because of in- 
creased supplies of raw materials 
and other foreign products ac- 
tively demanded by the United 
Siates. The value of services sup- 
plied to foreign countries by the 
United States will decline some- 
what and the value of services re- 
ceived from foreign countries will 
at the same time increase. All fac- 
tors taken into account, it may be 
conjectured that the credit bal- 
ance due the United States on ac- 
count of goods and services to be 
supplied during 1947 will be of 
the order of $7 billion as com- 
pared with $8.2 billion in 1946. 


“Because of the termination of 
the UNRRA program during the 
first half of the year, contribu- 
tions by the United States in 1947 
will be considerably smaller than 
in 1946. The proposed foreign re- 
lief program to be administered 
by the United States Government 
directly would be of much smaller 
proportions than the United States 
contribution to UNRRA. If the 
new foreign relief program is ap- 
proved, if the civilian supply pro- 
gram administered by the military 
authorities in occupied areas goes 
forward on the scale now pro- 
posed, and if private donations to 
foreign countries continue at the 
1946 level, total contributions of 
the United States in 1947 may be 
expected to finance the prospec- 
tive credit balance to the extent 
of more than $2 billion. 

“Drawings by foreign countries 
against previously authorized and 
new credits from the United States 
Government will probably be 
smaller in the aggregate during 
1947 than they were in 1946. Loan 
disbursements by the Export-Im- 
port Bank are expected to con- 
tinue at about the 1946 rate, that 
is, to be approximately $1 billion 
for the year, Disbursements under 
the British loan during 1947 will 
be larger than in 1946, both be- 
cause the credit was available 
only during the last half of 1946 
and because the convertibility of 
sterling beginning July 15, 1947, 
may result in an increased drain 
upon British dollar resources. On 
the other hand, the lend-lease 
“pipeline” credits will not. figure 
significantly in the 1947 balance 
of payments, and the utilization of 
surplus property credits by for- 








| eign countries will be small, since 


most of the surplus property lo- 
cated abroad was disposed of be- 
fore the end of 1946. Drawings by 


foreign countries during 1947 on 
these and other United States 
Government credits may be ex- 
pected to total roughly $3 billion. 
Disbursements under dollar loans 
made by the International Bank 
for Reconstruction and Develop- 
ment, foreign loans and invest- 
ments by private United States in- 
vestors, the purchase of dollars 
from the International Monetary 
Fund by its members, and the sale 
to the United States by foreign 
countries of their new gold pro- 
duction will provide additional 
funds to help cover the prospec- 
tive credit balance payable to the 
United States on goods and serv- 
ices in 1947, 


“Thus, the prospect is that a 
high level of United States ex- 
ports can be financed during 1947 
without any serious drain on the 
existing gold and dollar resources 
of foreign countries, 


“The existence of large gold and 
dollar reserves in the hands of 
foreign monetary authorities au- 
gurs well for the maintenance 
over the next several years of a 
high level of exports from the 
United States and the prompt 
servicing by foreign countries of 
their mounting indebtedness to 
the United States. These reserves, 
which constitute a cushion against 
a decline in the capacity of foreign 
countries to buy United States 
products and against default on 
foreign loans, amounted to more 
than $19 billion at the end of 1946, 
as compared with about $11 bil- 
lion at the end of 1941. Their 
uneven distribution among coun- 
tries, however, makes the effec- 
tiveness of the cushion uncertain 
as regards individual foreign mar- 
kets and debtor countries. 


“There are also potentially 
available for financing the credit 
balance due the United States 
during the postwar transition pe- 
riod the dollar resources of the 
International Bank and Monetary 
Fund, amounting to more than $4 
billion;! the uncommitted lending 
authority of the Export-Import 
Bank, which was approximately 
$900 million at the end of the 
vear, the unexpended balance of 
the British loan amounting to $3,- 
150,000,000; the annual production 
of gold outside the United States. 
running currently at the rate of 
about $700,000,000 per annum; and 
private foreign investment 
through the purchase of the obli- 
gations of the International Bank 
or through other channels. 


“The existence of these poten- 
tial financial means for maintain- 
ing a high level of United States 
exports and making possible a 
heavy surplus of exports over im- 
ports during the next several 
years should not obscure, how- 
ever, the fundamental importance 
to the United States, as consumer 
and creditor, of maintaining ae 
high and rising volume of imports. 
As consumer, the country is en- 
riched by importing many kinds 
of goods that are not produced 
at home or are produced at home 
less advantageously than ebroad; 
as creditor, it must receive im- 
ports as the principal means by 
which foreign countries can make 
payments of interest and princival 
on their debts to the United States. 
The prospects of bringing imports 
ultimately into a proper balance 
with exports are bright so long 
as the economy of the United 
States is kept running at a high 
level and on an even keel, and so 
long as the program from the re- 
ciprocal reduction of barriers to 


trade is vigorously pushed for- 
ward. 





1 The figure represents the sum of the 
paid-in capital of the International Bank 
in the form of gold rs, the United 
States contribution “t6 the Monetary 
Fund, and the estimated gold contribu- 
tions to the Monetary Fund of its other 
members. 





E. F. Hutton & Co. Adds 


(Special to Tue Financia, CHRONICLE, 

OAKLAND, CALIF. — E. F. 
Hutton & Company, Central Bank 
Building, has added Theodore F. 











|Patch to the firm’s staff. 


| Sterling Balance 
Talks Fail: Einzig 


(Continued from page 1379) 

as a result of the campaign j, 
favor of putting forward counter. 
claims representing the creditor 
countries’ share in Britain’s wa, 
expenditure, This campaign ha: 
been immensely popular, and the 
Government could ill afford to 
disregard it. In fact, Mr. Dalton 
definitely committed himself t, 
the principle of putting forwarg 
counterclaims instead of relying 
on the reasonable attitude of the 
creditor Governments in face of 
mere arguments pleading for con- 
cessions. 


Judging by the negative result 
of the talks with India, any pos- 
sibility for the conclusion of 
agreements by the time limit of 
July 15, 1947 must now be ruled 
out. The only country with which 
an agreement has so far been 
concluded was Argentina, which 
country repurchased the British- 
owned railroads with the aid of 
its sterling balances. Possibly 
agreements may be reached with 
several other minor creditors on 
a similar basis. The three largest 
creditors, India, Egypt and Iraq, 
however, hold sterling balances 
well in excess of British invest- 
ments in these countries, so that 
the settlement of the former with 


the aid of the latter cannot be 
effected. 


In any case the balance of pay- 
ments is a matter of grave concern 
in London. Indeed, among all 
Britain’s economic worries—and 
there are many of them—it is con- 
sidered to be by far the gravest. 
The Government is unwilling to 
aggravate it even, further by 
agreeing to liberal terms of re- 

payment for the sterling balances. 

; The estimated deficit of £350,- 
000,000, which is to be covered by 
external loans this year, is ex- 
pected in many quarters to be too 
optimistic, in view of the effect of 
the fuel crisis on exports and im- 
ports. The Government views with 
concern the effect of the impend- 
ing restoration of the convertibil- 
ity of sterling on the drain on 
Britain’s dollar reserve, In the 
circumstances there seems to be 
no device but to refuse to sign 
any funding agreements unless 
and until the creditor Govern- 
ments have adopted a more con- 
ciliatory attitude, 





Conn. Inv. Bankers 
Elect New Officers 


HARTFORD, CONN.—At the 
annual meeting held on Feb. 2/, 
1947, the fol- 
lowing officers 
were elected 
for the com- 
ing year by 
the Connecti- 
cut Invest- 
ment Bankers 
Association: 
President: An- 
drew L. Tack- 
us, Putnam & 
Co.; Vic e- 
President: 
Everett B. 
Miller, Robert 
Cc. Buell & 
Co.; Secre- 
tar y-Treas- at! ; 
urer: Marshall H. Williams, Day; 
Stoddard & Williams, Inc. 

The following Governors wé'e 
elected to serve until March !, 
1951: : , 

George L. Austin, G. L. Austin 
& Co.; W. Thurston Rowley, Con- 
ning & Co. and Ballard; Harold 
E. Faust, Equitable Securities C°- 
and. S. Jackson Steiner, Jackso" 
Steiner & Co.,. to fill the unex- 
pired term caused by the. deceas® 
of V. Russell Leavitt (to exp!’ 
March. 1,.1950). 


Andrew L.. Tackus 
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2 1379) to work out a way of life free | 
Apaign in || from coercion. The text of the 
1 counter. message follows: 
> creditor Mr. President, Mr. Speaker, 
ain’s war members Of the Congress of the 
Paign has JJ United States: ee 
r, and the The gravity of the situation 
afford to which confronts the world today 
lr. Dalton necessitates my appearance before 
‘imself to a joint session of the Congress. 
3 forward The fore.gn policy and the na- 
f relying § tional security of this country are 
ide of the involved. 
n face of One aspect of the present situa- 
g for con- & tion, which I wish to present to 
you at this time for your con- 
ive resylt [| sideration and decision, concerns 
any pos- Greece and Turkey. ; 
lusion of The United States has received 
> limit of @ from the Greek Government an 
’ be ruled urgent appeal for financial and 
ith which economic assistance. Preliminary 
far been reports from the American Eco- 
na, which nomic Mission now in Greece and 
e British- reports from the American Am- 
he aid of Mm bassador in Greece corroborate 
Possibly the statement of the Greek Gov- 
ched with 9 ernment that assistance is impera- 
editors on tive if Greece is to survive as a 
ee largest free nation. _ 
and _ Iraq, I do not believe that the Amer- 
balances ican people and the Congress 
sh invest- wish to: turn a deaf ear to the 
S, so that J appeal of the Greek Government. 
rmer with Greece is not a rich country. 
‘annot be Mm Lack of sufficient natural re- 
sources has always +p allo 
. * Greek people to wor ar oO 
. than make both ends meet. Since 1940, 
mong all (@ this industrious and peace-loving 
‘ries—and country Nas suffered invas.on, 
~it is con- jm four years of cruel enemy occu- 
e gravest. (™ pation, and bitter internal strife. 
Willing to When forces of liberation en- 
rther by J tered Greece they found that the 
ns of re- | retreating Germans had destroyed 
balances. virtually all railways, roads, port 
xf £350,- HH facilities, communicationsand mer- 
overed by MM chant marine. More than a thou- 
ir, is ex- sand villages had been burned. 
-to be too Eighty-five per cent of the chil- 
2 effect of HM dren were tube:cular, Livestock, 
s and im- § poultry and draft animals had al- 
‘iews with most disappeared. Inflation had 
> impend- HM wiped out. practically all savings. 
nvertibil- As a result of these tragic con- 
drain on ## ditions, a militant minority, ex- 
. In the # ploiting human want and misery, 
ms to be §§ was able to create political chaos 
eto sign which, until now, has made eco- 
ts unless  20Mic recovery impossible. 
Govern- Position of Greece 
nore con- Greece is. today without funds 


to finance the importation of those 
goods which are essential to bare 
subsistence. Under these circum- 
stances the people of Greece can- 
not make progress in solving their 
problems of reconstruction. Greece 
is in desperate need of financial 
and economic assistance to enable 
it to resume purchases of food, 
clothing, fuel and seeds. These 
are indispensable for the subsis- 
tence of its people and are ob- 
tainable only from abroad. Greece 
must have help to import the 
g00ds necessary to restore internal 
order and security so essential for 
economic and political recovery 


The Greek Government has 
also asked for the assistance of 
“xperienced American adminis- 
trators, economists and technicians 
to insure that the financial and 
“other aid given to Greece shal. 

used effectively in creating a 
Stable and self-sustaining economy 
and in improving its public ad- 


ers 
rs 







L.. Tackus @ Ministration. 
so The very existence of the Greek 
ams, Day, @state is today threatened by the 
ic. terrorist activities of several thou- 
sors were fg 22d armed men, led by Com- 
March 1 munists, who defy the govern- 
om '@ ™ent’s authority at a number of 
_ §>olnts, particularly along the 
L. Austin @ "°rthern boundaries. A commis- 
ley, Con- tine Appointed by the United Na- 
i: Harold ns Security Council is at pres- 





re investigating disturbed condi- 
ie in northern Greece and 
fr €ged border violations along the 
* Ontier between Greece on the 
ne hand and Albania, Bulgaria 
and Yugoslavia on the other. 


on vteanwhile, the Greek Govern- 
nent is unable to cope with the 





irities Co. 
, Jackson 
the unex- 
ve. decease 
‘to expire 
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| Small and poorly equipped. 
needs Supplies and pea 2 ayn i 
it is to restore the authority of 
the government throughout Greek 
territory. 

Greece must have assistance if 
it is to become a self-supporting 
and self-respecting democarcy. 


U. S. Must Supply Relief 


The United States must supp] 
that assistance. We have aieundy 
extended to Greece certain types 
of relief and economic aid but 
these are inadequate. 

There is no other country to 
which democratic Greece can 
turn. 

No other nation is willing and 
able to provide the necessary sup- 
port for a democratic Greek Gov- 
ernment. 

The British Government, which 
has been helping Greece, can give 
no further financial or economic 
aid after March 31. Great Britain 
finds itself under the necessity of 
reducing or liquidating its com- 
mitments in several parts of the 
world, including Greece. 


Situation Too Urgent for 
United Nations 


We have considered how the 
United Nations might assist in 
this crisis. But the situation is 
an urgent one requiring immedi- 
ate action, and the United Nations 
and its related organizations are 
not in a position to extend help 
of the kind that is required. 

It is important to note that the 
Greek Government has asked for 
our aid in utilizing effectively the 
financial and other assistance we 
may give to Greece, and in im- 
proving its public administration. 
It is of the utmost importance 
that we supervise the use of any 
funds made available to Greece, 
in such a manner that each dollar 
spent will count toward making 
Greece self-supporting, and will 
help to build an economy in which 
a healthy democracy can flourish. 

No government is perfect. One 
of the chief virtues of a democ- 
racy, however, is that its defects 
are always visible and under 
democratic processes can _ be 
po:nted out and corrected. The 
Government of Greece is not per- 
fect. Nevertheless it represent 
85% of the members of the Greek 
Parliament who were chosen in 
an election last year. Foreign ob- 
servers, including 692 Americans, 
considered this election to be a 
“air expression of the views of the 
Greek people. 

The Greek Government has 
been operating in an atmosphere 
of chaos and extremism. It has 
made mistakes. The extension of 
aid by this country does not mean 
that the United States condones 
everything that the Greek Gov- 
ernment has done or will do. We 
have condemned in the past, and 
we condemn now, extremist 
measures of the Right or the Left. 
We have in the pas! advised tol- 
erance, and we advise tolerance 
now. 


Turkey Also Deserves Attention 


Greece’s neighbor, Turkey, also 
deserves our attention. : 

The future of Turkey as an in- 
Jevendent and economically sounr 
state is clearly no less important 
to the freedom-loving peoples of 
the world than the future of 
Sreece. The circumstances 1n 
which Turkey finds itself today 
are considerably different from 
those of Greece. Turkey has been 
spared the disasters that have be- 
set Greece. And during the war 
the United States and Great Brit- 
ain furnished Turkey with mat- 
terial aid. 
Nevertheless, Turkey now needs 
our support. 
Since the war Turkey has 
sought financial assistance from 
Great Britain and the United 
States for the purpose of effecting 
that modernization necessary for 
the maintenance of its national in- 
tegrity. 





Situation. ‘The Greek Army is 





That integrity is essential to the 





‘Truman Asks Aid for Both Greec> and Turkey 


preservation of order in the Mid- 
dle East. 

The British Government has in- 
formed us that, owing to its own 
difficulties, it can no longer ex- 
tend financial or economic aid to 
Turkey. 

As in the case of Greece, if 
Turkey is to have the assistance 
it needs the United States musi 
supply it. We are the only coun- 
try able to provide that help. 


Admits Broad Implications of 
Move 


_ I am fully aware of the broad 
implications involved if the United 
States ex.ends assistance to Greece 
and Turkey, and I shall discuss 
these implications with you at 
this time. 

One of the primary objectives 
of the foreign policy of the United 
States is the creation of conditions 
in which we and other nations 
will be able to work out a way of 
life free from coercion. This was 
a fundamental issue in the war 
with Germany and Japan. Our 
victory was won over countries 
wh.ch sought to impose their will, 
and their way of life, upon other 
nations. 

To ensure the peaceful devel- 
opment of nations, free from co- 
ercion, the United States has 
taken a leading part in establish- 
ing the United Nations. The United 
Nations is designed to make pos- 
sible lasting freedom and inde- 
pendence for all its members. We 
shall not realize our objectives, 
however, unless we are willing to 
help free people to maintain their 
free_ institutions and their na- 
tional integrity against aggressive 
movements that seek to impose 
upon them totalitarian regimes. 
This is no more than a frank rec- 
ognition that totalitarian regimes 
imposed on free peoples, by direct 
or indirect aggression, undermine 
the foundations of international 
peace and hence the security of 
the United States. 

The peoples of a number of 
countries of the world have re- 
cently had totalitarian regimes 
forced upon them against their 
wll. The Government of the 
‘United States has made frequent 
protests against coercion and in- 
timidation, in violation of the 
Yalta agreement, in Poland, Ru- 
mania, and Bulgaria. I must also 
state that in a number of other 
countries there have been similar 
developments. 

At the present moment in world 
history nearly every nation must 
choose between alternative ways 
of life. The choice is too often 
not a free one. 

One way of life is based upon 
the will of the majority, and is 
distinguished by free institutions, 
representative government, free 
elections, guaranties of individual 
liberty, freedom of speech and re- 
ligion, and freedom from political 
oppression. 

The second way of life is based 
upon the will of a minority forci- 
bly imposed upon the majority. It 
relies upon terror and oppression, 
a controlled press and radio, fixed 
elections, and the suppression of 
personal freedoms. 


U. S. Must Support Free Peoples 


I believe that it must be the pol- 
icy of the United States to support 
free peoples who are resisting at- 
‘tempted subjugation by armed 
minorities or by outside pressures. 
I believe that we must assist free 
peoples to work out their own 
destinies in their own way. I 
believe that our help should be 
primarily through economic and 
financial aid which is essential to 
economic stability and orderly po- 
litical processes. 

The world is not static, and the 
status quo is not sacred. But we 
cannot allow changes in the status 
auo in violation of the Charter of 
the United Nations by such meth- 
ods as coercion, or by such sub- 
terfuges as political infiltration. 
In helping free and independent 
nations to maintain their freedom, 





the United States witii 
effect to the principles of the 
Charter of the United Nations. 

It is necessary only to glance 
at a map to realize that the sur- 
vival and integrity of the Greek 
nation are of grave importance in 
a much wider situation. If Greece 
should fall under the control of 
an armed minority, the effect upon 
its neighbor, Turkey, would be 
immediate and serious. Confusion 
and disorder might well spread 
throughout the entire Middle East. 

Moreover, the disappearance of 
Greece as an independent State 
would have a profound effect 
upon those countries in Europe 
whose peoples are struggling 
against great difficulties to main- 
tain their freedoms and their in- 
dependence while they repair the 
damages of war. It would be an 
unspeakable tragedy if these coun- 
tries, which have struggled so long 
against overwhelming odds, should 
lose that victory for which they 
sacrificed so much. Collapse of 
free institutions and loss of inde- 
pendence would be disastrous not 
only for them but for the world. 
Discouragement and possibly fail- 
ure would quickly be the lot of 
neighboring peoples striving to 
maintain their freedom and inde- 
pendence. 

Should we fail to aid Greece 
and Turkey in this fateful hour, 
the effect will be far-reaching to 
the West as well as to the East. 
We must take immediate and 
resolute action. 


Requests $400 Million 


I therefore ask the Congress to 
provide authority for assistance to 
Greece and Turkey in the amount 
of $400,000,000 for the period 
ending June 30, 1948. In request- 
ing these funds, I have taken into 
consideration the maximum 
amount of relief assistance which 
would be furnished to Greece out 
of the $350,000,000 which I re- 
cently requested that the Congress 
authorize for the prevention of 
starvation and suffering in coun- 
tries devastated by the war. 

In addition to funds, I ask the 
Congress to authorize the detail 
of American civilian and military 
personnel to Greece and Turkey, 
at the request of those countries, 
to assist in the tasks of recon- 
struction, and for the purpose of 
supervising the use of such finan- 
cial and material assistance as may 
be furnished... I recommend that 
authority also be provided for the 
instruction and training of se- 
lected Greek and Turkish per- 
sonnel. 

Finally, I ask that the Congress 
provide authority which will per- 
mit the speediest and mosi effec- 
tive use, in terms of needed com- 
modities, supplies and equipment, 
of such funds as may be author- 
ized. 

If further funds, or further au- 
thority, should be needed for pur- 
poses indicated in this message, I 
shall not hesitate to bring the situ- 
ation before the Congress. On this 
subject the executive and legisla- 
tive branches of the Government 
must work together. 


A Serious Course 


This is a serious course upon 
which we embark. I would not 
recommend it except that the al- 
ternative is much more serious. 

The United States contributed 
$341,000,000,000 toward winning 
World War II. This is an invest- 
ment in world freedom and world 
peace. The assistance that I am 
recommending for Greece and 
Turkey -amounts to Lttle more 
than one-tenth of 1% of this in- 
vestment. It is only common sense 
that we should safeguard this in- 
vestment and make sure that it 
was not in vain. 


The seeds of totalitarian regimes 
are nurtured by misery and want. 
They spread and grow in the evil 
soil of poverty and strife. They 
reach their full growth when the 
hope of a people for a better life 
has died. We must keep that hope 
alive. 


The free peoples of the world; 


be giving ' 





— 


taining their freedoms. If we fal- 
ter in our leadership, we may en- 


| danger the peace of the world— 


and we shall surely endanger the 
welfare of our OW, nation. 


Great responsibilities have been 
placed upon us by the swift move— 
ment of events. I am confident 
that the Congress will face these 
responsibilities squarely. 


Dallas Rupe & Son 
Elecis Directors 


DALLAS, TEX.—The board of 
directors of Dallas Rupe & Son, 
Kirby Building, elected R. A. 
Ritchie and Joseph B. Warren’ to 
fill vacancies on the board. The 
other directors are D. Gordon 
Rupe, Jr., -‘W. Rex Cromwell, and 
Carrol M. Bennett. 


The directors elected D. Gordon 
Rupe, Jr., President of the com- 
pany to replace his father, Dallas 
Rupe, who died recen‘ly. T. A. 
Rose, Jr., was elected a Vice-Pres- 
ident of the company, Frank I. 
Cornwell, formerly General Audi- 
tor was elected Treasurer, Robert 
F. Ritchie was elected Secretary, 
James W. Beard was elected Audi- 
tor and Assistant Treasurer. The 
other officers of the company are 
W. Rex Cromwell, Carrol M. Ben— 
nett, Joseph B. Warren, Lewis W. 
Bailey, Vice-Presidents; T. G. 
Snowden, Cashier and Assistant 
Secretary, and Ed S. Otio, Assist- 
ant Secretary. 


Phila. Stock Exchange 
Re-Elecls F. E. Baker 


PHILADELPHIA, PA. — The 
Philadelphia Stock Exchange at 
its annual meeting re-elected 
Frank E. Baker, Baker, Weeks & 
Harden, President. 


Elected to the Board of Govern- 
ors for three year terms were: 
William K. Barclay, Jr., Stein 
Bros. & Boyce; Harry C. Dacker- 
man, Dackerman & Waber; Rob- 
ert Y. Guarniery, R. Y. Guarniery 
& Co.; George E. Snyder, Jr., Geo. 
E. Snyder & Co.; Harold P. Wood- 
cock, Woodcock, McLear & Co.; 
Spencer D. Wright, Jr., Wright, 
Wood & Co; and John S. Wynn, 
J. W. Sparks & Co. Ralph E. Pen- 
dergast, Paul & Co., Inc.; Charles 
Sheridan, Sheridan Bogan Co,; 
and Edward B. Smith, Jr., Smith, 
Barney & Co. were elected for 
one year terms. 


Guests of N. Y. Curb 


Etienne C. Biernaux, Treasurer 
of the Brussels Stock Exchange, 
Brussels, Belgium, and Gaston 
Kleefeld, a member of that ex— 
change, were the guests of the 
New York Curb Exchange at a 
luncheon at the exchange March 6. 
Francis Adams Truslow, who tool 
office as Pres‘'dent of the Curb 
Exchange last week, was host, and 
Edward C. Werle, Chairman of the 
Curb, Fred C. Moffatt, Chairman 
of the exchange public relationg 
committee, William A. Lockwood, 
general counsel of the Curb, 
Howard Sykes, a governor of the 
exchange, and Henry L. deGive, 
partner in Reed, Mulligan, Crane 
& deGive, of counsel for the Curb, 
were also present. 

‘ Mutual problems surrounding 
the possibilities of trading in 
American securi‘ies in Brussels 
and in Belgian securities in New 
York were the subject of discus— 
sion during the meeting. The Bel- 
gium exchange _ representatives 
visited the floor of the Curb Ex— 
change in the company of Mr. 
Werle and Mr. Moffatt and viewed 
stock trading at one of the posts. 











On Member Firm Comm. 

Charles Moran, Jr., of Francis fF. 
duPont & Co., a governor of the 
New York Curb Exchange, has 
been appointed Vice-Chairman of 
the exchange committee on mem— 


look to us for support in main-*‘ ber firms. 
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State Bank Resources 
Reflect Importance 


Although United States Govern- 
ment deposits dropped sharply 
with the end of war financing 
during 1946, the 9,585 State-super- 
vised banks continued to reflect 
their imporiance in the national 
economy through the growth of 
their deposits of individuals, part- 
nerships, and corporations, and 
the expansion of their loans and 
discoun s, it was aniounced on 
Marcia 3 by Thomas W. Leggett, 
President of the National Asso- 
ciation of Supervisors of State 
Banks, and Bank Commissioner of 
Arkansas, in releasiig jointly with 
the State Bank Division of the 
American Benkers Associat.on a 
semi-annual report on assets and 
liabilities of State - supervised 
banks. The report shows the total 
resources of ail State-supervised 
banks in the 48 states, the District 
of Columbia, and the Territory of 
Hawaii aggregated $84,148,564,000 
at the close of bus:ness Dec. 31, 
1946. This was a decrease of 
$1,842,768,000, or 2.1%, compared 
with June 29, 1946, and $3,281,- 
961,000 during the year 1946. This 
decrease of $1,842,768,000 is ac- 
counted for by a drop of $3,797,- 
584,000 in holdings of the United 
States Government obligations 
during the six-month period. As 
to the further showing of these 
institutions, the advices from the 
ABA state: 

“State-supervised institutions 
numbered 9,585 and consisted of 
9,018 commercial banks (loan and 
trust companies, stock savings 
banks, industrial bank and cash 
depositories), 531 mutual savings 
banks, and 36 private bankers. 
The 9,585 banks had 2,144 
branches. Deposits of State- 
supervised banks continued to de- 
crease since June 29, 1946 from 
$79,193,313,000 to $77,337,232,000 
of which $60,240,122,000 was held 
by commercial banks, $16,811,405,- 
000 by mutual savings banks, and 
$285,705,000 by private bantLers. 
Demand deposits of individuals, 
partnerships, and corporations in- 
creased from $34,172,890,000 to 
$35,718,414,000, time deposits made 
by the same groups increased 
from $31,031,115,000 to a total of 
$31,988,480,000, while United 
States Government deposits 
showed a decrease of $4,438,538,- 
000 to $1,388,995,000. All other 
deposits increased $79,568,000 to 
$8,241,343,000. Loans and discounts 
aggregated $18,404,430,000 repre- 
senting an increase of $1,354,813,- 
000 since June 29, 1946. 

“Holdings of government secur- 
ities continued to decrease reflect- 
ing the policy of debt retirement 
by the government and_ totaled 
$45,051,031,000 on Dec. 31, 1946. 
This represents a decrease of $3,- 
797,584,000, or 7.8% in the last six 
months of the year. Other secu- 
rities amounted to $4,738,903,000, 
while cash, balances with other 
banks, and reserves with Federal 
Reserve Banks totaled $15,088,- 
821,000. 

“Capital stock of State-super- 
vised institutions, including capi- 
tal debentures and common and 
preferred stock, to‘aled $1,519,- 
478,000; surplus, $3,106,928,000; 
undivided profits, $1,274,364,000; 
and reserves $381,816,000; giving 
total capital accounts of $6,282,- 
586,000, an increase of $16,118,000 
since June 29, 1946. 

“The average asset distribution, 
compared to total assets of all 
State banks showed United States 
bonds 53.5%; cash, 17.9%; loans 
and discounts, 21.9%; other bonds, 
5.7%; all other assets, 1.0%. Total 
capital accounts amounted to 7.5% 
of total liabilities.” 

The State Bank D:vision of the 
American Bankers Association 
will soon publish its annual study 
showing in detail the assets and 
liabilities, and the earnings and 
expenses of all State-supervised 
banks. 





SEC Disclosure Rule Again to Fore 


(Continued from page 1375) 

applying to municipal as well as other securities. What 
the SEC is this year likely to do is to issue a statement, 
citing as authority for its powers to compel disclosure, 
another section of the existing law which excludes from its 
scope municipal bonds. Thereby, it is thought the opposition 
to the still pending SEC proposed rule from a small segment 
of the investment business may be eliminated. 


Meanwhile, Commissioners and key officials of the SEC 
met today in executive session with members of the House 
Interstate and Foreign Commerce Committee to discuss any 
proposed amendments to the basic laws under which the 
commission functions. The meeting was arranged by Rep. 
Charles A. Wolverton, of New Jersey and plans called for 
the attendance of Commissioners Robert K. McConnaughey, 
Richard B. McEntire and Edmond M. Hanrahan, in addition 
to SEC Chairman James J. Caffrey. 


Among the developments at the conference was the 
presentation by Chairman Caffrey of a 47-page “progress” 
report on the SEC-industry discussions looking toward pos- 
sible amendments to the securities laws. 


Concerning the above-mentioned bill, H. R. 1881, the 
commission’s statement said: 


“H.R. 1881 has been introduced in this Congress to 
exempt transactions in municipal bonds from certain of 
the fraud provisions of the Securities Exchange Act. As the 
statute stands now, municipals are exempted from all regis- 
tration requirements but they are subject to the anti-fraud 
provision of the Act. The Commission believes that this 
Bill should be considered by the Congress, along with the 
other proposals for amendments of the Securities Act and 
eraroi gy Exchange Act growing out of the pending joint 
study.” 


3 With respect to other recommendations for amendments 
to the securities Acts, the statement contained the following 
passages: 


_ “As some of you gentlemen know, in 1940, the Com- 
mission and various interested groups in the financial com- 
munity undertook a joint study of the operation of the 
Securities Act and the Securities Exchange Act with a view 
to presenting recommendations to the Congress for any 
amendments believed to be necessary. This study, as well 
as hearings before this Committee on bills proposing amend- 
ments to these statutes, were interrupted by the war. The 
study has recently been resumed. The Commission, by gen- 
eral and specific invitations is seeking the maximum public 
participation in the study and has held a series of conferences 
with representatives of State Securities Commissions, asso- 
ciations of lawyers and accountants, insurance companies 
and other institutional investors, dealers, underwriters, and 
issuers. We have also received many suggestions from in- 
terested members of the public. We are now in the process 
of collating the suggestions received and developing our 
own proposals for amendment of the statutes. As soon as 
the suggestions from all sources are developed in definitive 
form, they will be circulated to the interested groups and 
persons for comment. Thereafter, with the areas of agree- 
ment and disagreement marked out, the Commission pro- 
poses to report to Congress. At present the bulk of the 
suggestions received relate to the procedure for registration 
of securities and the use of the statutory prospectus. 

“At the time the recommendations for amendments are 
submitted, the Commission also expects to renew the recom- 
mendation made by it in 1946 to extend the reporting and 
proxy requirements to the larger unregistered companies. 
This recommendation was incorporated in a bill introduced 
in the closing weeks of the last Congress as H.R. 7151. 

“The Lea Bill, introduced as H.R. 3691 in the last Con- 
gress, would have amended the Investment Advisers Act of 
1940 to give the Commission the same power of inspection 
of the books and records of investment advisers as it now 
has under the Securities Exchange Act with respect to the 
books and records of brokers and dealers. I have referred 
previously to the manner in which the absence of such power 
limits the Act’s effectiveness in protecting the investor 
And the Commission recommends the enactment of legisla- 
tion to deal with this problem.”’ 


Return to Washington 


On the subject of the SEC’s moving b j 
Mr. wn pap he statement said: <mgrtebiaimeectin 
“We have discussed this matter of a return - 
ington with the President, members of Congress sks toe 
expressed interest in the matter and with various interested 
officials in the Bureau of the Budget and the Public Build- 
ings Administration. All of those with whom the subject 
has been discussed have indicated their concurrence in the 
view that the move should be made as soon as possible. We 
have been informed that the SEC is high up on the Public 


eny of the powers, functions and duties conferred upon the board b 


‘tain a branch office in the cities of New York and Buffalo and suc 


.in stocks, bonds or other securities. 





Buildings Administration’s list of agencies to 

to Washington, that consideration has been given 
appropriate office building for the-Commission, but ¢ 
specific assignment of a building has yet been made 

“We have also been advised that the budget, as 

mitted, includes funds to cover the move of certain Recnesd 
including the Commission, and that the next step must roe 
Congressional consideration of the Budget. While no defini 
date has been assigned, it has been indicated that if m 
approved budget includes the necessary funds, -the my, 
will take place shortly after such approval.” m 


Amended Bill Reveals Details o 
Proposed SEC for N. Y. State 


(Continued from page 1378) 
ARTICLE II 
STATE SECURITIES CONTROL BOARD 
State securities control board. 
4. Appointment. 
5. Expenses. 
6. Removal. 
> Vacancies; quorum. 
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Section 3. 


. Executive officer; employees; offices 
. Disqualification of members and employees. 
. Powers of the bcard. 
; Oath of office; bonds 
; $3. State Sccurities Control Board. There shall be jj 
the executive department a securities control division, the head 
which shall be the state securities control board which shall consis 
ue ony members all of whom shall be citizens and residents of thd 
state. 

$4. Appointment. The members of the board shall b 
ee by the governor by and with the advice and ccnsent of thé 

§5. Expenses. The chairman cof the board shall receivé 
a salary of twelve thousand dollars per year; and the other member 
of the board shall receive seven thousand five hundred dollars pe 
year. They shall also be entitled to their actual expenses in thé 
performance of their duties, 

86. Remova!. Any member of the board may be re 
moved for cause after an opportunity to be heard. 

§7. Vacancies; quorum. In the event of a vacanc 
caused by the death, resignation, removal or disability of any mem 
ber, the vacancy shail be filled by the governor by and with thd 
advice and consent of the senate for the unexpired term. Thre¢ 
members of the board shall constitute a quorum for the purpose o 
conducting the business thereof: but a majority vote of all memoer 
in office shall be necessary for action. 

SS §8. Executive officer; employees; offices. The boar 
shall appoint a chief executive officer and fix his eompensatio 
within the budgetary appropriation therefor. Such executive ‘office 
shall, subject to the supervision and control of the board, éxercis4 


law which the board may delegate to him, The board shall also have 
power to engage necessary deputies, assistants, inspectors and em 
ployees within the limits provided by Appropriation. The executivé 
officer, and other assistants, inspectors and employees of the board 
shall all be in the competitive class of the civil service. The board 
shall have its principal office in the city of Albany, and may main 


other places as it may deem necessary. 
‘ §9. Disqualification of members and employees. Na 
member of the board or any officer, deputy, assistant, inspector 0 
employee thereof shall have any interest, direct or indirect, eithe 


‘proprietary or by means of any loan, mortgage or lien, or in an 


business wholly or partially devoted to the buying, selling or dealing 
Sy Any one who violates any of 
the provisions of this section shall be removed 
: §10. Powers of the board. The board shall have the 
following powers, functions and duties: 

(1) To grant and revoke for cause licenses t 
persons to buy, sell or otherwise deal in stocks, bonds or securities 
in the manner provided hereinafter. 

; (2) To keep records in proper form to be pre 
scribed by the board of all licenses issued and all licenses revoke 
of persons buying, selling or otherwise dealing in stocks, bonds 0 
securities. 

he (3) To adopt rules and regulations for th 
supervision and regulation of persons buying, selling or otherwise 
dealing in stocks, bonds or securities. ‘ 
viciiiiia ste < (4) To ete on by its agents or employees 
so ny premises where stocks, bonds or securities are 
bought, sold or dealt in. : yma 
(5) To prescribe forms of applications for !i- 
censes under this law and of all periodic reports which they dee™ 
necessary to be made by any licensee. 


(6) To make an annual report to the governor 
and the legislature of its activities for the vast year. This revort 
shall include the amount of license fees collected and such other 
information as it deems advisable. 


: (7) To examine or carse to be examined uncer 
oath any licensee and examine or cause to be examined the books 
and records of any such licensee; to hear testimony and take proof 
material for its information; to administer oaths; and for any such 
purpose to issue a subpoena or subpoenas to require the attendance 
of witnesses and the production of books, which shall be effective 
in any part of the state. The powers provided in this subdivision m2Y 
be delegated by the board to any member or employee thereof. The 


provisions of the civil practice act shall, whe j ly to 
such subpoenas. , where practicable, apply 


$11. Oath of office; bonds. Each member of the board 
shall, before entering upon his duties. take and file an oath of 
office as prescribed by section ten of the public officers law and 
shall execute an undertaking in the penal sum of ten thousand dol- 
lars. as prescribed by and to the effect provided for:in section eleve™ 
of the public officers law. The board may require any officer 0° 
employee of the board to file with the comptroller a bond in such 
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nual i deem necessary, conditi ‘0 
penal sum as it may , ary, oned for the proper a 
faithful performance of his duties hereunder and the sattenconey 
accounting of all meneys received or disbursed by such officer or 
employee pursuant to this law 


ARTICLE III 
BUYING, SELLING OR DEALING IN 
BONDS OR SECURITIES 
cection 12. Buying, selling or dealing in stock ; tas 
Sore forbidden without ipeesises cks, bonds or securities 
13. Inapplicability of aci to certain classes of securities 
14. License. : 
15. Statements to be made in applications for license. 
16. License fees; when due and payable; renewals 
17. Disposition of moneys. ; 
18. Revocation of license. 
19. Review by courts. 
20. Posting license. 
21. Penalties for violations. 
22. Time of taking effect. 


§12. Buying, selling or deal'ng in stocks, bon 
securities forbidden without license. No li who engages pe Pa 
wholly or in. part in the business of buying, selling, offering for sale, 
negotiating for the sale of or otherwise dealing in any stocks, bonds 
or other securities within the state after January first, nineteen 
hundred forty-eight without a license therefor issued by the state 
board as hereinafter provided. 

§13. Inapplicability of act to certain classes of securities. 
The provisions of this act shall not apply to the buying, selling or 
dealing in any stock, bond or other security listed on the New York 
stock exchange, any security issued or guaranteed by any foreign 
government with which the United States is maintaining diplomatic 
relations, or political subdivision thereof having the power of taxa- 
tion or assessment. 

§14. License. Any person may apply to the state board 
for a license to buy, sell or otherwise deal in stocks, bonds or other 
securities within this state. Such application shall be in writing and 
verified, and shall set forth in detail such information concerning the 
application for said license as the state board may require. Said 
application shall be accompanied by a certified check, or cash, or 
postal money order for the amount required by this chapter for such 
license. If the state board shall dcny the application it shall return 
the fee to the applicant. If the state board shall grant the application, 
it shall issue a license in such form as shall be determined by rules. 

§15. Statements to be made in application for license. 
In addition to such other information as the state board may deter- 
mine shall be furnished in any application for license under this act, 
the following information shall be given under oath: 

(1) The name, age and residence of each appli- 
cant and, if there be more than one and they be partners, the partner- 
ship name and the age and residence of the several persons on 
applying, and the facts as to his or their citizenshipj 

(2) The name and residence of each person 
interested, or to become interested, in the business jof buying, selling 
or otherwise dealing in stocks, bonds or other securities for which 
the application is made, together with the nature of such interests; 
and if such applicant be a corporation, the application shall set forth 
the name of the corporation, the names of its directors or other gov- 
erning body, the names of its officers and stockholders if it be a 


stock corporation, and the state under the laws of which it is organ- 
ized; 


STOCKS, 


(3) A statement that such applicant has not 
been convicted of a felony; and has not had a license issued to him 
under this act revoked for cause within two years prior to the date 
of such application. If there be any change, after the granting of a 
license, in any of the facts required to be set forth in such applica- 
tion, notice of such change shall be filed with the board within ten 
days after such-change in verified form. Failure to do so shall, if the 
board. find that it was. wilful and-deliberate, be cause for revocation 
of the license. In giving any notice, or taking any action in reference 
to a license, the beard may rely upon the information furnished in 
such application and in any supplemental statement connected there- 
with, and such information may be presumed by such board to be 
correct, and shall be binding upon a licensee as if correct. All infor- 
mation required to be furnished in such applications or supplemental 
statement shall be deemed material in any prosecution for perjury. 

§16. License fees; when due and payable; renewals. The 
fee for a license to. engage in the business of buying, selling or other- 
wise dealing in stocks, bonds or other securities shall be the sum of 
five hundred dollars per year. : 

Each license shall be issued for a license year 
expiring on the thirty-first day of December following the date of 
its issuance and the license fee prescribed therefor by this section 


shall be paid in advance at the time the application therefor shall be}: 


made as provided by this act. 

Each license issued pursuant to this act may be 
renewed upon. application therefor by the licensee and payment of 
the annual fee for such license. In case of application for renewal of 
licenses, the board may dispense with the requirement of such state- 
ments as it deems unnecessary in view of those contained in the appli- 
cation made for the original license. The board shall make rules 
regarding applications for renewa! of licenses and the time when 
Such application shall be made. ; : 
$17. Disposition of moneys. Moneys received for license 
fees provided for in this act shall be turned over by the board to the 
State comptroller jas provided by law. 

$18, Revocation of licenses. Any license issued pur- 
suant to this act may be revoked for cause, and must be revoked for 
the following causes: er 2 

(1) Misrepreséntation, either as to the financial 
worth, merits, value-or price of any stock, bond of other security. 

: 28 (2) Charging more than the commission allowed 
by any regularly recognized stock or purchase exchange for the buy- 
ing or selling of any stock, bond or other security. 

(3) Bucketing, or while acting as a broker under 
orders to wurchase’or sell stocks, bonds or other securities for cus- 
tomers, selling or purchasing for his own account of the same stocks, 

onds or securities with intent to trade against the customer’s order. 
(4) For being in the condition of insolvency. 
(5) For failing to keep or maintain sufficient 
records to permit an audit satisfactorily disclosing to the board the 
true condition of the business. 
; (6) For making any 
8n application for. a-license. 

.. (1). For failure or default. of. a licensee to pay 

any tax, relating-to stocks, bonds or securities; or any part thereof, 


false material statement in 


‘bwith the result that the pipe lines 


— eee ee by or under the tax law, and for a violation 
of any rule or regulation of the state tax ce issi i 
disomy commission in pursuance 
§19. Review by the courts. The following actions by the 
board shall be subject to review by the supreme court in the vay Anes 
provided in article seventy-cight of the civil practice act, or by other 
appropriate remedy, except that no stay be granted pending the 
determination of the matter. Proceedings to review any action by 
the board shall be brought in the third department. 


(1) The refusal by the board to issue a license. 

(2) The revocation of a license by the board. 

; §20. Posting of license. Before commencing or doing 

any business for the time for which a license has been issued said 

license shall be posted up and at all times displayed in a conspicuous 

place in the room where such business is carried on, Whenever a 

license shall be lost or destroyed without fault on the part of the 

licensee or his agents or employees, a duplicated license in lieu 

thereof may be issued by the board in its discretion and in accordance 

— Tg rules and regulations and such payment of fees as it may 
>rescribe. 


ioe §21. Penalties for violations: 


(1) Any person who after January first, nine- 
teen hundred forty-eight, engages either wholly or in part in the 
business of buying, selling or otherwise dealing in stocks, bonds or 
other securities, without having an appropriate license therefor, or 
whose license has been revoked or canceled shall be guilty of a mis- 
demeanor and upon conviction therefor shall be punished by a fine 
of not more than five hundred dollars or by imprisonment in a county 
jail or penitentiary for a term of not more than six months or both. 

; _ (2) Any person who shall make any false state- 
ment in the application for a license under this act shall be guilty of 
a misdemeanor, and upon conviction thereof shall be punishable by 
a fine of not more than five hundred dollars, or by imprisonment in 
a ad jail or penitentiary for a term of not more than six months 
Or potn, 

ees : bo Any violation by any person of any provi- 
sion o is law for which no punishment or penalty i i 
provided shall be a indaananace. eee pee 


_ (4) Violation by any person of any rule of the 
board shall be a misdemeanor if such rule so provides and if such 
rule shall be published in a manner prescribed by such board. 


§22. Time of taking effect. This act shall take effect 
immediately. 


Building Material Outlook Good 


(Continued from page 1387) 


slow-downs when supplies are|terials; second, shortages in sup- 
running short and the lack of ex-| plies that cause long interruptions 
perience of many new workers,|in construction schedules; third, 
has further complicated the cost | labor inefficienmy fostered by the 
problems. It is reasonable to| tendency to stretch jobs when ma- 
anticipate that as these abnormal | terials were being installed faster 
conditions disappear, costs will| than they could be delivered; and 
again drop and the competition | fourth, the persisting enforcement 
between alternative materials|of work-output restrictions in 
suitable for the same building use, | some highly unionized areas. 
or the competition between manu-| fF jimination of the first three of 
facturers of the same lines Of|these factors can be credited 
products, will turn price trends |jargely to relief from impractical 
already appeared in the resistance | ment controls. With increased sup- 
of distributors and dealers toward | plies of materials the exorbitant 
accumulating inventories of build-| overheads due to interrupted con- 
ing items still consideerd out Of| struction schedules will shrink to 
line in price, normalcy. Jobs that took eight 
months to a year to complete in 
Rise in Prices Not Accepted | 1946 have at least a fair chance of 
It is significant that building! pejng finished in half to two- 
material prices as compared t0/ thirds that time. Labor ineffi- 
1841 levels have risen less than ciency caused by the natural in- 
the average of all commodities | ¢)jnation to slow down when work 
and far less than the rise in prices | annears to be running out should 
of foods and farm products. Pe0-| be replaced by the normal pres- 
ple who believe that building ma-| <uyes to complete work on sched- 
terial costs are abnormally high | ule. 
are either poorly informed as to The trend in the fourth factor, 
the general situation or are draw-| involving work output restrictions 
ing thefr conclusions from isolated | established during the depression 
examples. _ | years and continued insistence on 
Another important factor in 


( ¢ f maximum overtime work as a 
building costs is the great im- 


: 1 condition to accepting regular 
provement already evident in dis-| work, cannot be forecast at pres- 
tribution of building materials. 


ent. These labor restrictions vary 
Black markets have largely van-| widely from city to city and de- 
‘shed. During the seasonal slack 


, pend largely upon the attitudes 
of this Winter, high production) of local rather than national union 
rates have been maintained in 


: organizations. Perhpas some clar- 
most manufacturing enterprises | jfication will come when Congress 
reveals its final program for the 
establishment of fair-play laws af- 
fecting labor management rela- 
tions. Perhaps the biggest influ- 
ence will come from the unions 
themselves when they realize that 
they alone can reduce the cost of 
living and housing by their own 
productivity. 


Costs and Real Estate Prices 


Just as we distinguished be- 
tween building materials costs and 
the final costs of -finished build- 
ings, we must also: distinguish be- 
tween the costs of the buildings 
and the prices at which they sell. 
The final price includes land and 
improvement costs, overheads and 
profits. The profit factor is very 
often directly influenced by the 
pressure of demand in relation to 
supply. While the housing short- 





of supply have been filled and 
dealers are now accumulating 
stocks in anticipation of an active 
Spring and:Summer demand. The 
exceptions already noted are in 
the case of materials which are 
priced out of reach of the average 
builder; in such cases the dealers 
are simply refraining from build- 
ing up their inventories and are 
thus forcing price revisions in the 
right direction. 

Building material costs are only | 
one factor in the finished costs of 
homes and other structures. 

Most of the factors which con- 
tributed to abnormal construction 
costs in 1946 are expected to com- 
pletely disappear during the com- 
ing year. These were: first, bleck 
market prices or the forced sub- 
stitution of high cost specialty 








Luraducts for low cost staple ma-! age remains, prices for new homes 





are quite likely to be related more 
closely to local demand and local 
real estate price levels than to ac- 
tual construction costs. Some of 
the larger builders, looking for- 
ward to years of continued opera- 
t.on in their communities, are 
pricing their properties at a fair 
and normal mark-up over actual 
costs. Others are undoubtedly 
charging whatever the market 
will pay regardless of the long- 
term value of their properties. 

However, even these factors are 
likely to be influenced by an ac- 
tive construction year. If the in- 
dustry, free of major work stop- 
pages, succeeds in starting ap- 
proximately a million dwellings in 
1947, the competition of these new 
homes should bring a downward 
trend in all housing prices. Exist- 
ing homes will face the competi- 
tion of the newer dwellings and 
their prices will also reflect their 
true worth. 

In the light of all of these con- 
ditions it is reasonable to believe 
that the peak in building costs has 
been reached and that the future 
trend will be downward. While it 
is possible that costs might drop 
as much as 20% below 1946 peaks, 
the probability of reaching this 
ievel depends so largely on wages 
and productivity that no safe fore- 
cast can yet be made. 













Business 
Man’s 


Bookshelf 











Postwar Trends in Foreign 
Trade of the United States—For- 
eign Commerce Department, 
Chamber of Commerce of the 
United States, Washington 6, D. C. 
——Paper. 





“Security Dealers of North 
America” — Directory of stock 
and bond houses in the United 
States and Canada, 1947 Edition 
entirely revised—Fabrikoid—$9.00 





Southern Pacific Railroad Sys- 
tem vs. Pennsylvania Railroad 
System—research report—Thomas 
G. Campbell and William T. 
Campbell, 67 Wall Street, New 
York 5, N. Y.—$10.00. 


With Slayton & Co., Inc. 
(Special to Tue FinancitaL CHRONICLE) 
ST. LOUIS, MO. — Gordon O, 
Blaine is now with Slayton & Co., 
Inc., 408 Olive Street. 


With Herrick, Waddell 
(Special to Tue FrInanctaL CHRONICLE) 
LINCOLN, NEB. — Gordon A. 
Luikart has been added to the 
staff of Herrick, Waddell & Co., 
var 55 Liberty Street, New York 
ity. 


With B. C. Christopher Co. 
(Special to Tue FrnancraL CHRONICLE) 

OMAHA, NEB. — Emil J. Von 
Gillern has been added to the 
staff of B. C. Christopher & Co., 
Grain Exchange Building. In the 
past he was with Harris Upham 
& Co, 


Joins Staff of Otis Co. 
(Special to THe FinaNctaL CHRONICLE) 
AKRON, OHIO—Harlan H. Mon- 
tis has become affiliated with Otis 
& Co., Terminal Building, Cleve- 
land. In the past he was with 
Mayfield-Adams Co. in Akron and 
prior thereto conducted his own 
investment business in New York 
City. 


Now With Field Richards 
(Special to THe FINANCIAL CHRONICLE) 
CINCINNATI, OHIO—Joseph B. 
Wise has joined the staff of Field, 
Richards & Co., Union Central 
Building. He was formerly with 




















J. A. White & Co. 
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Management's Responsibility for 


Constructive Legislation 


(Continued from page 1387) 


certain economsts, was not to cre- 
ate more wealth, but to divide 
what we had among a greater 
mumber of people. Propaganda, 
and particularly the appeal to self 
gain at the expense of somebody 
else, succeeded in advancing this 
general idea even to the point our 
Supreme Court actually found it 
compatible with our written Con- 
stitution, under the astonishingly 
revolutionary interpretation that 
all such legislation came within 
the Court’s interpretation of these 
simple words—“General Welfare.” 
And, without these two words in 
the Constitution, which have been 
there since 1881, the Court admit- 
ted most such laws would have 
been unconstitutional. 


In 1940 it appeared likely this 
mation would become engaged in 
a world war. In 1941 we were 
compelled to become the major 
participant in that war, to prevent 
the defeat of those nations that 
most nearly practice our way of 
life; and to prevent our own ulti- 
mate enslavement. In this national 
emergency, the lawyers and the 
economists who had been passing 
laws to divide the wealth of those 
who had some, with those who 
had less, were of little value. They 
could tell no one the kinds of ma- 
chines, the type of explosives, the 
methods of transportation, the 
ways of communication, or the 
meaning of logistics necessary to 
fight a war — if we had had all 
such things available. They knew 
much less about the number and 
size of war plants, where they 
should be located and how they 
could be operated; and how they 
could be built in the shortest pos- 
sible time, as well as manned by 
literally millions of individuals 
who knew nothing about such op- 
erations. In that life or death 
emergency, this nation turned to 
the brains and special talents of 
its engineers. The magnificence of 
that profession’s performance is 
evidenced by the fact this nation 
was making one-eighth of the war 
machines of its later-to-become 
Allies in 1940; but by the end of 
1944—a short period of four years 
—it was making more fighting 
equipment than all its Allies and 
all its enemies combined. At the 
game time it was producing suf- 
ficient necessities of life to main- 
tain its home population of 130 
million people on a standard of 
living far superior to that of any 
ether nation in the world. This 
fantastic, almost unbelievable, ac- 
complishment that has preserved 
this nation, is credited to the en- 
gineering profession of America to 
a higher degree than any other 
profession. 


Now that the war is over, we 
are involved in another life and 
death struggle to prevent a de- 
pression of disastrous proportions 
which has always followed every 
war we have engaged in. To pre- 
vent this depression, the nation 
desires continuous employment of 
the maximum number of employ- 
ables at the highest possible 
wages; and to produce an unin- 
terrupted flow of products which 
will be sold at a profit, but at 
prices less than they are now be- 
img sold. In addition, the nation 
knows we produce more of almost 
everything than we can use; and 
in the past this excess has totaled 
10% of our total production. This 
percentage may soon become 
greater because of our vast in- 
crease in productive capacity. The 
surplus production must be sold 
to foreign purchasers or there will 
be a decline in the number em- 
ployed, as well as the value of all 
commodities, because the price of 
a surplus will eventually affect 
the price of the whole. To sell 
our surplus products in foreign 
countries in competition with 
cheap labor, long hours of work 


and depreciated currencies, and 





to buyers with little to pay and 
just break even on the program, 
will tax to the maximum the en- 
gineering genius of this country. 
Yet, that is the nation’s new as- 
signment to you today. 


To undertake this new assign- 
ment, and you will—it appears 
reasonable you and your associ- 
ates in management should be 
fortified with such legislation as 
will give you a fighting chance 
to succeed. You certainly must 
know the cost of labor and how 
much work you will get for what 
they are being paid. You certain- 
ly must know in advance when 
your employees will work. You 
certainly must be able to dis- 
charge those who will not work, 
and be allowed to employ some 
who will. You certainly must be 
able to decide what work is to be 
done, how it is to be done, and 
when it is to be done. You must 
be able to contract for raw ma- 
terials at ascertainable prices, 
and for’ predictable delivery 
dates. You must know the 
amount of taxes you will be re- 
quired to pay; and you must have 
confidence in the predictability 
of the meaning of simple English 
words written as the law of the 
land. Today neither you, nor your 
legal advisors, know for certain 
any of these pre-requisites for the 
possibility of accomplishing the 
nation’s vital assignment to you. 

When the law of the land re- 
quires management to employ 
more employees than there is 
work to do, at wages and hours 
and values of efficiency which 
the employees determine — then 
that law should be changed or 
management will not long sur- 
vive. 


When the law of the land per- 
mits one group of employees to 
compel other employees by bodily 
force and threats upon their fam- 
ilies, to pay a sizable sum of 
money each month to be allowed 
to work, and compels them to stop 
working or only do a limited 
amount of work — when they 
want to work—then that law 
must be changed. 

When the law of the land 
permits a group of employees to 
compel another group of em- 
ployees in a distant state whom 
they do not know to cease work- 
ing for a management with which 
neither group has had any dis- 
agreement, then that law must be 
changed. 

When the laws of the land are 
interpreted by the Courts en- 
tirely different from the inten- 
tion of the lawmakers, and at 
variance with the ordinary mean- 
ing of the language employed in 
the laws, then there must be some 
changes in the authority of our 
Courts. 

Today the nation is at long last 
conscious of many inequities that 
experience with laws directing 
business through the regulation of 
human relations has imposed 
upon our system of Free Enter- 
prise; and these inequities have 
placed that system in jeopardy to 
the extent many are in doubt it 
will survive, unless these laws 
are constructively modified. In 
formulating these modifications 
in the laws affecting business, 
management must accept its re- 
sponsibility to preserve the social 
benefits, such as unemployment 
insurance, old age benefits and 
free collective bargaining within 
the industry that management is 
responsible for; and to the extent 
the employees bargaining work 
under the direction of that man- 
agement. 

Management first and foremost 
cannot fulfill its duties to its 
employees, the consumers and the 
investors and the nation in this 
coming crisis unless a contract re- 
sulting from collective bargaining 





is enforceable by the law of the 





land upon both management and 
employees alike. Management 
cannot expedite collective bar- 
gaining unless the law permits 
equal freedom in bargaining for 
both labor and management. 


The management of American 
business is not asking that many 
laws be repealed, or even mod- 
ified. The astonishing interpreta- 
tion by the Courts of certain laws, 
and particularly the unreasonable 
and harsh administration of others, 
has produced such uncertainness 
and unpredictableness in business, 
that management recognizes it 
cannot provide the jobs and the 
products at the prices necessary 
to preserve our economy and the 


system of Free Enterprise, unless 
there are some _ constructive 
changes. 


Business alone must provide the 
payrolls and the products that will 
make a system of Free Enterprise 
work, and to provide these man- 
agement must be able to compute 
costs with reasonable accuracy, 
and sell at a profit. Several years 
ago, management to preserve this 
right to operate business and 
know what payrolls could be pro- 
vided, initiated a campaign to pre- 
serve the Free Enterprise system. 
This was an attempt to educate 
the mass of people on how the sys- 
tem worked, how it had developed 
this country, and why it was the 
best in the world, so as to prevent 
any more untried economic the- 
ories becoming the law of the 
land. That campaign was by large 
effective in making most of the 
people understand what was 
meant by Free Enterprise, and 
making the economists, the labor 
leaders, and the ordinary laborer, 
as well as our lawmakers, reaffirm 
their belief in the system and ex- 
press their determination to pre- 
serve it. That campaign made it 
extremely unpopular to admit a 
belief in a different system of 


economy for this country. 


Today there are no open advo- 
cates to destroy the American 
system of Free Enterprise; but the 
advancement of new economic 
theories, the spread of gossip and 
the support of laws which would 
destroy the system continues un- 
interrupted with each of the ad- 
vocates proclaiming such laws are 
necessary to preserve the system 
and make it work under the new 
and changed conditions. Such ad- 
vocates enjoy calling themselves 
“Liberals,” and all who oppose 
them, “Reactionaries.” Strangely, 
each of these new theories and 
proposed laws find some support 
among management who really 
think they are staunch and unfal- 
tering believers in the system of 
Free Enterprise, This confusion 
within management arises from 
the new approach to change the 
system by segments, rather than 
in one operation, 


For instance, during the seri- 
ousness of the last coak strike 
which caused the steel plants to 
close down, resulting in making 
drill pipe and casing impossible 
to obtain and oil well contractors 
could not accept contracts for 
work, I heard two such contrac- 
tors suggest — the government 
should take over and nationalize 
the coal mining industry. These 
men were willing to have the 
other man’s business taken over 
by the government to eliminate a 
hardship, but I am sure they 
would not want the contracting 
business nationalized. | 

When last year it appeared the 
railroads would cease operating 
because of a strike and every 
business was in jeopardy for lack 
of shipping, I heard some success- 
ful business men say—It looks like 
the government will soon have to 
own the railroads to keep our 
economy going. The same men 
would certainly not want the gov- 
ernment to take over their busi- 
ness. 

When Secretary of the Interior 
Krug stated in a public address 
last summer—our oil reserves are 
fast depleting, our discoveries 
are not keeping up with produc- 
tion, and for national safety we 
should stop using our oil and im- 





port from foreign sources of sup- 
ply, none of the millions who use 
oil products raised a voice in pro- 
test, although there are some 5- 
million persons sustained by 
jobs provided by oil production 
in this country. None of the oil 
companies that own oil produc- 
tion in foreign countries pro- 
tested, and some advocated pro- 
ducing less oil here and being 
permitted to import more without 
paying taxes. Only those owners 
of oil producing properties lo- 
cated exclusively in the United 
States protested Mr. Krug’s the- 
ory, and they are now, through a 
system of educational propaganda, 


endeavoring to preserve their 
stake in Free Enterprise. 
Last summer when packing 


plants were closed by strikes and 
meat was impossible to obtain, I 
heard. business men say — the 
packing plants should be taken 
over by the government, but they 
would denounce the government 
taking over their business. 


For some years the principal 
lender of: government money has 
been the RFC and some of its 
practices and unusual acts of fa- 
voritism are about to be investi- 
gated by the new Congress. To 
avoid this airing of dirty linen, 
the Administration is now sup- 
porting a b.ll to emasculate the 
lending power of the RFC and 
center this privilege in the Fed- 
eral Reserve Bank. Even the 
Chairman of the Federal Reserve 
Board likes this plan and has 
identified his name with the new 
bill on which hearings are to start 
immediately. Will many people 
protest? So long as there is a 
lending agency available, why 
should they worry about the name 
of it. Well, the old propaganda is 
under way to gain support and 
dampen opposition. Now all the 
deposits in the Federal Reserve 
Bank belong to the member 
banks of this country and the U. S. 
Government. They are there to 
protect the banks of this country 
against closing when the depositors 
desire to withdraw their deposits 
faster than loans can be collected. 
If any considerable portion of the 
business of this country becomes 
indebted to the Federal Reserve 
Bank, and there should be a de- 
pression, those businesses would 
become owned by the Federal Re- 
serve Bank just as the Adminis- 
tration im power directed. The 
system of Free Enterprise could 
be destroyed forever by that sim- 
ple process. 

In the city of Tulsa we have a 
newspaper which professes to be a 
staunch defender of the system of 
Free Enterprise, and at the same 
time aggressively advocates the 
city of Tulsa taking over the Pub- 
lic Service Company by right of 
eminent domain. I am confident 
this paper would strenusously op- 
pose the government taking over 
the newspaper business. 


From these examples, it is ob- 
vious the attack upon the system 
of American business is not open 
but by piece meal, and so hidden 
that even the most sincere be- 
lievers in the fundamentals of the 
system are innocently permitting 
its destruction without recognizing 
the manner in which it is being 
done. By propaganda, business is 
being persuaded all this is an ex- 
ception to the rule—to take care 
of some special situation; and 
Free Enterprise is going to be 
preserved. 

Two weeks ago in Dallas, I 
heard the editor of a large Texas 
newspaper open his address be- 
fore a convention of bankers, with 
the statement—“In the coming 
revolution, you bankers will be 
the first to be shot,” and “I think 
we newspaper people will be 
next, not because you have not 
provided a necessary function 
and done it well, but because the 
mass of the people will need 
money and your banks will have a 
lot of it.” I recall he proposed the 
immediate organization of the 
rubber pole club; and to start with 
bankers and newspaper men as 
charter members. He thought by 
changing all telephone poles to 


a, 
rubber, in a revolution, the bank. 
ers and newspapermen could kee, 
their feet on the ground a litt); 
longer. In such an event, I wo. 
der where management which, 
could not provide jobs and Day 
wages to buy food for hungry; 
stomachs, could hide. I suspect 
they should be charter membe;<; 
of the Rubber Pole Club. : 


A revolution arises when stom- 
achs are empty because there are 
not enough jobs. The terminatioy 
of all revolutions in modern time: 
is a dictatoship. . 


There must not be a revolution: 
but the only way to prevent it js 
to provide jobs for all who are 
willing to work; and only states. 
manlike management assisted by 
the engineering genius of this 
country can perform this miracle 
under world economic conditions 
today. Lawmakers cannot make 
jobs. Economists can only tell 
what caused something to happen 
that has already happened. Only 
the management of business and 
engineers working together can 
make. continuing jobs, and they 
must not fail. They have the first 
responsibility to use every sound 
argument, every persuasive ap- 
peal, every factual presentation, 
and an unbiased demand to cause 
constructive legislation, conducive 
to the operation of business to be 
adopted. Will they do it, as tired, 
discouraged and ineffective as 
their efforts have been in the 
past? 

I don’t know. “But if all the 
things which we think should 
happen in our country fail within 
a few months after military vic- 
tory, don’t give up. We can and 
do make progress toward higher 
goals so long as we keep the goals 
clearly in mind.” 





Insurance Payments 
High in 1947 


American families received $7,- 
651,000 daily from their life in- 
surance companies during 1946, 
compared with an average of 
$7,308,000 daily in 1945 and $6,- 
798,000 daily in 1944, the Institute 
of Life Insurance reported on 
Feb. 27. Aggregate benefit pay- 
ments during 1946 were $2,792,- 
724,000; in 1945 they were $2,- 
667,305,000 and in 1944 they were 
$2,481,257,000. The Institute’s an- 
nouncement issued Feb. 27, fur- 
ther said: 


Death benefit payments 
reached a new record total last 
year at $1,280,362,000, just over 
the 1945 total of $1,279,667,000. 
Had it not been for a carryover 
of war death claims, the 1946 
total would have shown a de- 
crease for the first time in 
several years. Last year’s death 
benefits were 27% greater than 
in pre-war 1941, reflecting the 
greater amount of insurance 
owned. 

Payments to living policy- 
holders totalled $1,512,362,000 
in 1946, up $124,724,000 or 9% 
over the 1945 total of $1,387,- 
638,000. Last year’s total was 
about the same as in 1941. 
Matured endowment payments 
accounted for $398,340,000 of 
the 1946 payments, a slight de- 
crease in the year but 53% over 
the 1941 figure. Disability pay- 
ments were $91,774,000 in 1946 
and dividends to policyholders 
were $501,600,000. 

Calls for policy cash sur- 
render values during 1946 
amounted to $316,727,000, about 
31% greater than in 1945 and 
38% over the low point reached 
in 1944. Last year’s payments 
were 44% below the 1941 total. 





Edgerton, Wykoff Adds 


(Special to Tue Frnancrat CHRONICLE) 

LOS ANGELES, Calif. — James 
W. Gerig has been added to the 
staff of Edgerton, Wykoff & Co.. 
618 South Spring Street, members 
of the hos Angeles Stock Ex- 
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Securities Now in Registration 





— 


INDICATES ADDITIONS SINCE PREVIOUS ISSUE 





Acme Electric Corp., Cuba, N. Y. 


June 26 filed 132,740 shares ($1 par) common stock. 
Underwriters—Herrick, Waddell & Co., Inc., and First 
Colony Corp. Offering—To be offered publicly at $5 
a share. Proceeds—Company will receive proceeds from 
the sale of 68,880 shares and four selling stockholders 
the proceeds from the sale of 63,860 shares. Company 
also will receive proceeds from the sale of 20,000 war- 
rants for common stock to underwriters at an aggregate 
price of $200. Of the net proceeds ($292,940) $50,000 
will be used to pay current bank loans; about $20,000 
will be used for machinery and equipment, and the re- 


‘mainder for working capital. 


Air-Borne Cargo Lines, Inc., New York 


Feb. 14 (letter of notification) 214,890 shares ($1 par) 
common. Being offered for subscription to stockholders 
of record Feb. 20 at $1 a share. Rights expired 3 p.m. 
EST.) March 11. Unsubscribed shares wit! ve oriereu to 
the public through Greenfield, Lax & Co., Inc., New 
York. For reduction of current obligations and for 
working capital. ® 


Air Express International Agency, Inc., New 
York (3/18) 


July 22 filed 125,000 shares of 50-cent par common. 
Underwriters—Hayden, Stone & Co., agents. Will be 
added to general funds. . 


@ Alaska Radio Inc., Washington, D. Cc. 


March 6 (letter of notification) 4,000 shares of common. 
Price—$25 a share. No underwriting. For development 
of public radio communications network. 


American Broadcasting Co., Inc., N. Y. 


June 27 filed 950,000 shares ($1 par) common stock. 
Underwriter—Dillon, Read & Co. Inc., New York. Offer- 
ing—A maximum of 100,000 shares may be sold by com- 
pany to persons, firms, or corporations with whom the 
corporation had network affiliation agreements on March 
81. The remainder will be offered publicly. Price by 
amendment. Proceeds—To prepay notes payable to ac- 
quire radio station WXYZ, to construct broadcast trans- 
se = pe station KGO at San Francisco and for working 
capital. 


American Colortype Co., Clifton, N. J. 
Aug. 12 filed 30,000 shares ($100 par) cumulative pre- 
ferred stock. Underwriter—White, Weld & Co. Price 
by amendment. Proceeds—Net proceeds initially will 
be added to general funds, however, the company antici- 
pates it will use the funds for its building and expansion 
program. Offering date indefinite 


American Iron & Machine Works Co., Oklahoma 
City, Okla. (3/26-28) 


Feb. 24, filed $1,000,000 of 4% sinking fund debentures, 
due 1967; 25,000 shares (no par) $1.10 cumulative pre- 
ferred and 60,000 shares (no par) common. Underwriters 
—Rauscher, Pierce & Co., Inc., Dallas, and Milton R. 
Underwood & Co., Houston, Texas. Price—Debentures 
will be offered at 100 while price of the preferred and 
common stocks will be supplied by amendment. Pro- 
ceeds—To pay $712,500 balance on a bank loan, retire- 
ment of $850,000 promissory notes, and provide working 
capital. Business—Manufacture, sale and rental of ma- 
terial and equipment used in drilling and equipping oil 
and gas wells. 


American Locomotive Co., New York 

July 18 filed 100,000 shares each of $100 par prior pre- 
ferred stock and $100 par convertible second preferred 
stock. Underwriting—Union Securities Corp., New York. 
Price by amendment. Proceeds—Net proceeds, with 
other funds, will be used to redeem $20,000,000 of 7% 
cumulative preferred stock at $115 a share plus accrued 
dividends. Indefinitely postponed. 


American Potash & Chemical Corp. (3/19) 
Feb. 27 filed 70,000 shares (no par) cumulative preferred, 
series A. Underwriters—Kuhn, Loeb & Co.; Lehman 
Brothers; Glore, Forgan & Co., and A. G. Becker & Co., 
Inc, Price by amendment. Proceeds—For construction of 
addition to the company’s power plant, estimated at 
$2,000.000; and for construction of new soda ash and 
*orax plant, estimated at $3,850,000. 


American Telephone & Telegraph Co. (3/25) 
Feb. 26, filed $200,000,600 35-year debentures due April 
l, 1982. Underwriters—-To be determined by competitive 
bidding. Probable bidders include Morgan Stanley & 
Co.; The First Boston Corp., and Halsey, Stuart & Co. 
Inc. (jointly). Interest—Coupon rate will be determined 
by the successful bid. Proceeds—Proceeds will be ap- 
plied for additions and improvements to the company’s 
plant and plants of its subsidiaries and for general cor- 
porate purposes. The registration states that upon ap- 
proval by the New York P. S. Commission of its appli- 
cation to increase its authorized shares to 35,000,000, 
company will proceed with an offering of capital stock 
under its employees’ stock plan under which a maximum 
of 2,800,000 shares rhay be sold on an instalment basis. 
Officers are not eligible to participate under the plan. 
Bids—Company intends to invite sealed bids for the 
purchase of the new issue as a whole, to be received 
by 11:30 a.m., March 25, 1947, at Room 2315 of the com- 
pany offices, 195 Broadway, New York City. 


@ American Tobacco Co., New York 

March 11 filed 896,404 shares ($25 par) B common 
stock. Underwriter—Morgan Stanley & Co., New York. 
Offering—Shares will be offered for subscription to 


common and B common stockholders at a price to be — 


filed by amendment. Subscription basis will be one 
share of B common for each five shares held of record 
on April 2. Unsubscribed shares will be sold to under- 
writers. Proceeds—Net proceeds will be added to funds 
for the reduction of outstanding bank loans aggregating 
$85,000,000 as of Dec. 31, 1946. Business—Manufacture of 
cigarettes, cigars and tobaccos. 


American Water Works Co., Inc., N. Y. 

March 30 filed 2,343,105 shares of common (par $5) plus 
an additional number determinable only after the re- 
sults of competitive bidding are known. Underwriters— 
To be filed by amendment. Probable bidders include 
Dillion, Read & Co. Inc.. White Weld & Co., and Shields 
& Co. (jointly}, and W. C. Langley & Co. and The 
First Boston Corn (Jointly). Offering—Price to public 
by amendment. The SEC has approved the amendments 
filed Jan. 23 to company’s recapitalization plan as sug- 
gested by the Commission. These provide for escrowing 
the sum of $2,200,000 to cover the call premium on the 
preferred stock; increase in terms to Community Water 
Service Co. and Ohio Cities Water Corp. preferred stock 
to $180 and $159 a share, respectively, plus accrued divi- 
dends at 7% annually from Nov. 1, 1945, compared with 
$135 and $120 a share offered in the original plan; and 
the issuance of one share of common stock of the new 
Water Works Holding Co. for each 20 common shares 
of community outstanding. The U. S. District Court at 
Wilmington, Del. will hold hearings March 19 on issuing 
orders to enforce the plan. 


American Zinc, Lead & Smelting Co., St. Louls 
Sept. 6 filed 336,550 shares common stock (par $1). Un- 
derwriting—No underwriting. Offering—Stock will be 
offered for subscription to common stockholders in 
the ratio of one additional share for each two shares 
held. Unsubscribed shares will be offered for subscrip- 
tion to officers and directors of the company Price—By 
amendment. Proceeds—Working capital. Offering in- 
definitely postponed. 


Arkansas Western Gas Co. 
June 5 filed 16,197 shares of common stock (par $5). 
Underwriters—Rauscher, Pierce & Co. Inc., and E. H. 
Rollins & Sons Inc. Offering—Stock will be offered to 
the public. Price by amendment. Shares are being sold 
by six stockholders. 


Armour and Co., Chicago 


July 12 filed 350,000 shares (no par) cumulative first 
preference stock, Series A; 300,000 shares of convertible 
second preference stock, Series A, and 1,355,240 shares 
common stock (par $5). Underwriter—Kuhn, Loeb & 
Co., New York. Offering—The 350,000 shares of first 
preference stock will be offered in exchange to holders 
of its 532,996 shares of $6 cumulative convertible prior 
preferred stock at the rate of 1.4 shares of first prefer- 
ence stock for each share of $6 prior preferred. Shares 
of first preference not issued in exchange will be sold 
to underwriters. The 300,000 shares of second preference 
stock will be offered publicly. The 1,355,240 shares of 
common will be offered for subscription to common 


stockholders of the company in the ratio of one-thiré 
of a new share for each common share held. Unsub- 
scribed shares of common will be purchased by the 
underwriters. Price—Public offering prices by amend- 
ment. Proceeds—Net proceeds will be used to retire all 
unexchanged shares of $6 prior stock and to redeem fits 
outstanding 7% preferred stock. 

George Eastwood, President, in letter to stockholders 
Dec. 22 said “we have come to the conclusion it will 
not be necessary to issue any additional shares of com 
mon stock” as part of company’s refinancing plan. 


© Armstrong Co. (G. D.) Inc., Laytonsville, Md. 
March 5 (letter of notification) 2,500 shares ($10 par) 
common. Price—$15 a share. No underwriting. For 
working capital. 


Artcraft Hosiery Co., Philadelphia 


Sept. 27 filed 53,648 shares ($25 par) 442% cumulative 
convertible preferred and 150,000 shares ($1 par) com~- 
mon. It also covers shares of common reserved for issu= 
ance upon conversion of preferred. Underwriter—New- 
burger & Hano, Philadelphia. Price—$25.50 a preferred 
share and $12 a common share. Proceeds—Company 
receive proceeds from the sale of all of the preferréd 
and 100,00 shares of common. The remaining 50,060 
shares of common are being sold by three stockholders 
Estimated net proceeds of $2,300,000 will be a 
the company to pay off bank notes of about $1,100, 
and to purchase additional machinery and equipment 
in the amount of $1,200,000. Offering date indefinite. 


Automatic Firing Corp., St. Louis, Mo. 
(3/24-28) 

March 3 filed 25,000 shares ($10 par) 6% cumulative 
preferred, 25,000 shares ($1 par) class A common and 
100,000 shares ($1 par) class B common. Underwriter— 
G. H. Walker & Co., St. Louis. Price—-$11.25 for pre- 
ferred share, $2.90 for class A common, and $3 for class B 
common. Proceeds— Preferred and class A common 
shares are being sold by company while class B common 
shares are being sold by five stockholders. Estimated 
net proceeds of $303,524 to the company will be used to 
— working capital and to pay off short-term bank 
oans. 


Bachmann Uxbridge Worsted Corp. 
Nov. 27 filed 45,000 shares of 4% preferred stock (paz 
$100) and 200,000 shares of common stock (par $1). 
Underwriters—Kidder, Peabody & Co. and Bear. Stearns 
& Co. Proceeds—Will go to selling stockholders. Pric® 
by amendment. Offering date indefinite. 


@® Bartlett Aircraft Corp., Reno, Nev. 

March 7 (letter of notification) 25,000 shares of com- 
mon, Price—$1 a share. No underwriting. To complete 
fabrication of Zephr airplane. 


Beaunit Mills, Inc., New York 
Sept. 27 filed 180,000 shares ($2.50 par) common. Under- 
writer — White, Weld & Co., New York. Price — By 
amendment. Proceeds—Of the total, 140,000 shares are 
being sold by St. Regis Paper Co., New York, and the 
remaining 40,000 shares are being sold by I. Rogosim, 
President of Beaunit Mills, Inc. 


Berbiglia, Inc., Kansas City, Mo. 
Sept. 12 (letter of notification) 41,000 shares of 5% 
cumulative convertible $6 par preferred. Offering pric®, 
$6 a share. Underwriter—Estes, Snyder & Co., Tope 
Kans. To pay outstanding indebtedness and expenses a 
to open five additional stores in Kansas City, Mo. Offer 
ing postponed indefinitely. 


Berkey & Gay Furniture Co., Grand Rapids, 
Mich. 
Feb. 3 filed 723,575 shares ($1 par) capital stock. Under- 
writing—None. Offering— Company said all of the shares 
are issued and outstanding. The purpose of the registra- 
tion statement is to enable holders to effect sales by 
use of the prospectus. 

Berkey & Gay said the shares had been sold in 1944 
and 1945 to a group of about 50 persons who represented 
they were purchasing the shares for investment and not 
for distribution. 

So far, 231,204 shares have been sold in the open mar- 
ket and the Commission had raised the question as © 

(Continued on page 1422) 
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Air Express International Agency, Inc....Common 
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I = ene Bonds 
Doman Fraser Helicopters Inc.__.-.------ Common 
Vertientes-Camaguey Sugar Co.___------- Common 

March 19, 1947 
American Potash & Chemical Corp.__--- Preferred 
March 20, 1947 
Book-of-the-Month Club Inc._----~- Capital Stock 
Casney Fasteners, Inc............... Capital Stock 
eopvee: Ine. ........ A bh wetincim wma Common 
Pe ee. Se... nasomennme Common 
Precast Building Sections Inc.___---~- Pfd. & Com. 
March 24, 1947 
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March 25, 1947 
American Tel. & Tel. 11:30 a.m. (EST)__Dehbenture 
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Western Pacific RR.__Conditional Sales Agreement 


March 27, 1947 


Richmond, Fredericksburg & Potomac_____-_- Notes 
March 29, 1947 ‘ 
Maguire Industries, Inc.......__._______- Common 
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whether such sales had the effect of making the entire 
offering public. The Commission staff stated that regis- 
tration is required if any of the remaining 733,575 shares 
are to be sold. Price—At market. Proceeds—Go to sell- 
ing stockholders. 


Blumenthal (Sidney) & Co. Inc., New York 
Aug. 30 filed 119,706 shares (no par) common and sub- 
scription warrants relating to 30,000 shares thereof. 
Underwriting — None. Proceeds—For reimbursement 
of company’s treasury for funds expended in re- 
demption of 3,907 shares of 7% cumulative pre- 
ferred on April 1, and for funds deposited in trust for 
redemption on Oct, 1 of remaining preferred shares. Al- 
though it was proposed to offer the stock for subscrip- 
tion to stockholders at $10 per share, company on Sept. 
20 decided to withhold action. 


Bobbi Motor Car Corp., Birmingham, Ala. 


Mar. 3 (letter of notification) 60,000 shares ($1 par) 
common. Price—$5 a share. Company proposes to offer 
12,997 shares of common in exchange for its unsecured 
promissory notes in the amount of $64,985 held by dis- 
tributors of company’s proposed products. Underwriting, 
the stock will be sold by officers and directors of the 
company. For completion of display automobiles now 
under construction. 


® Bond Investment Trust of America, Boston 


March 7 filed 60,000 units of beneficial interest. Under- 
writer — Whiting, Weeks & Stubbs. Price — Based on 
market price. Proceeds — For investment. Business — 
Investment business. 


Book-of-the-Month Club, Inc., N. Y. (3/20) 


Oct. 28 filed 300,000 shares ($1.25 par) capital stock. 
Underwriter—Eastman, Dillon & Co., New York. Offer- 
ing—Of the total, the company is selling 100,000 shares 
and six stockholders, including Harry Scherman, Presi- 
dent, and Meredith Wood, Vice-President, are selling 
the remaining 200,000 shares. Price by amendment. 
Proceeds—Company will use its net proceeds for work- 
ing capital to be used for expansion of inventories of 
paper and other raw materials and book inventories. 


Boston Store of Chicago, Inc. 


Sept. 10 filed 30,000 shares ($50 par) 5% cumulative 
preferred and 500,000 shares ($1 par) common. Under- 
writers—Paul H. Davis & Co. and Stroud & Co., Ine. 
Offering—Preferred will have non-detachable stock 
purchase warrants for purchase of 30,000 shares of com- 
mon stock of the total common, 375,000 shares will be 
offered for sale for cash. 30,000 shares are reserved for 
issuance upon éxercise of warrants attached to preferred 
end 95,000 shares are reserved for issuance upon exer- 
cise of outstanding warrants. Price—By amendment. 
Proceeds—Net proceeds, together with other funds, will 
be used to pay the company’s 2% subordinated note in 


the principal amount of $5,268,750 and accrued interest. 
Offering date indefinite, 


Bowman Gum, Inc., Philadelphia 
Sept. 27 filed 268.875 shares ($1 par) common. Under- 
writer—Van Alstyne, Noel & Co., New York. Price—By 


amendment. Proceeds—Stock is being sold by share- 
holders who will receive proceeds. 


Braunstein (Harry), Inc., Wilmington, Del. 
Sept. 25 filed 12,500 shares ($25 par) 442% cumulative 
convertible preferred stock and 50,000 snares (20¢ par) 
eommon stock. Underwriter — C. K. Pistell & Co., Inc., 
New York. Price — $25 a share for preferred and $11 
a share for common. Proceeds—7,000 preferred shares 
are being sold by company, the remaining 5,500 pre- 
ferred shares and all of the common are “eing sold by 
present stockholders. Net proceeds to the company, es- 
timated at $147,500, will be used to prepay to the ex- 
tent possible outstanding $149,300 mortgage liabilities. 
Offering date indefinite. 


Brooklyn (N. Y.) Union Gas Co. 

May 3 filed 70,000 shares of cumulative preferred stock 
($109 par). Underwriters—To be filed-by amendment. 

Bids Rejected—Company July 23: rejes ‘ywo bids re- 
ceived for the stock. Blyth & Co.) ie, and F. S. Mose- 
ley & Co. and associates submitted a bid of 100.06 for a 
4.30% dividend. Harriman Ripley & Co. and Melion 
Securities Corp. bid 100.779 for a 4.40% dividend. In- 
definitely postponed. 


Burrillville Racing Association, Pawtucket, R. I. 


Feb. 27 filed 38,500 shares (no par) class A stock. Un- 
derwriter—Barrett & Co., Providence, R. I. Offering— 
The shares will be offered for subscription to class A 
stockholders at $20 a share, on the basis of one share 
for each share held. Unsubscribed shares will be offered 
publicly at $20 a share. Price—$20 a share. Proceeds 
will be used to finance the cost of completing a race 
track at Lincoln, R. I. 


California Oregon Power Co. 

May 24 filed 312,000 shares of common stock (no par). 
Stock will be sold through competitive bid . Under- 
writers—Names by amendment. Probable bidders in- 
clude Blyth & Co., Inc.; The First Boston Corp.; Harri- 
man Ripley & Co. Offering—Stock is being sold by 
Standard Gas and Electric Co., parent, of California. 
Bids—It is expected that a call for bids to be opened 
the third week of April will be issued shortly. 


Carney Fasteners, Inc., Columbia, S. C. (3/20) 


Jan. 13 (letter of notification) 32,950 shares ($5 par) 
capital stock. Price — $6.50 a share. Underwriter — 
Mitchell Securities Corp., New York. For equipment and 
working capital. 


Gonegar Pereuping Gold Mines, Ltd., of Toronte, 
June 24 filed 400,000 shares of common stock. Under- 
writer—No underwriters. Offering—To the public at 
$1 a share in Canadian funds, Proceeds—For a variety 
of purposes in connection with exploration, sinking of 
shafts, diamond drilling and working capital. 


Central Soya Co., Inc., Fort Wayne, Ind. 
Aug. 21 filed 90,000 shares (no par) common. Under- 
writer—None. Offering—Common shares initially will 
be offered for subscription to common stockholders at 
rate of one share for each 744 shares held. Unsu 
shares will be sold to underwriters. Price by amend- 
ment. Proceeds—Working capital, etc. Offering indefin- 
itely postponed. 


@ Citizens Utilities Co., Greenwich, Conn. (3/25) 


March 6 filed $4,500,000 of first mortgage and collateral 
trust bonds, 342% series, due 1972. Underwriter—Lee 
Higginson Corp., New York. Price — By amendment. 
Proceeds—Company will use $4,200,000 of the proceeds 
to pay off bank loan notes and add the remainder to 
general funds. Business—Public utility. 


@ Cleveland-Canada Steamship Co.? Cleveland, O. 


March 6 (letter of notification) 1;740 shares ($100 par) 
5% cumulative class A preferred and 875 shares (no par) 
class B common. Price—$200 per unit consisting of 2 
class A preferred shares and 1 class B common share. 
No underwriting. For outfitting passenger steamers. 


Cleveland (0.) Electric Illuminating Co. 

Feb. 21, filed 1,847,908 shares (no par) common. Under- 
writers—Names by amendment. Probable bidders in- 
clude Dillon, Read & Co. Inc.; Blyth & Co., Inc. Offering 
—All of the shares are owned by The North American 
Co. which proposes to sell 1,714,525 shares to common 
stockholders and the remaining 133,383 shares to under- 
writers. Price—Rights to purchase will be issued at the 
rate of $15 per share of Cleveland for each five shares 
of North American common held on March 19. The sub- 
scription period will commence March 28. Rights will 
expire May 27. Proceeds—For prepayment of bank loan 
notes of North American. 


Clinton Machine Co., Clinton, Mich. 
Feb. 17 (letter of notification) 10,000 shares ($1 par) 
stock on behalf of Donald D. Thomas, President of the 


company. Price—$6 a share. Underwriter—Smith, 
oe & Co., Detroit. Proceeds go to the selling stock- 
older. 


@ Clinton Machine Co. 


Feb. 24 (letter of notification) 6,500 shares of common 
stock (par $1) on behalf of selling stockholders. Under- 
writers—F. H. Koller & Co. Price—$6 a share. 


Columbia Machinery & Engineering Corp., 
Hamilton, O. 
Feb. 24 (letter of notification) 24,000 shares of common 
on behalf of James C. Hart. Price—At market. To be 
sold through Jackson & Co. and Flannery & Co., both of 
ee, Ohio. Proceeds go to the selling stock- 
older. 


ities | 
Connecticut Light & Power Co., Hartford, Con, 


Feb. 28 filed 164,018 shares (no par) common 
writing—None. Offering—Shares will be offered to com 
mon stockholders in the ratio of one share for eq 
seven shares held. Price—$50 a share. Proceeds—p, 
construction program. Business—Public utility. 


Consolidated Edison Co. of N. Y., Inc. (3/1) 
Feb. 21, filed $100,000,000 of first and refunding mort 
bonds, series A, due 1982. Underwriters—To be dete, 
mined by competitive bidding. Probable bidders inclyy 
Morgan Stanley & Co.; Halsey, Stuart & Co. Inc. Price 
To be determined by competitive bidding. Proceeds—fy, 
redemption of outstanding mortgage bonds. Bids Inviteg 
—Bids for the purchase of the bonds will be received up 
to 11 am. EST March 18 at company’s office, 4 Lrving 
Place, New York City. 


Continental Car-na-var Corp. (3/25) 
Nov. 4 (letter of notification) 132,500 shares ($1 par) 
common and 35,000 warrants for purchase of co 
one year after present public offering. Price—$2 a con. 
mon share, one cent a warrant. 
Sherman & Co., New York. For working capital. 


@ Corning Glass Works, Corning, N. Y. (3/26-28) 
March 6 filed-50,000 shares ($100 par) 3% To cumula- 
tive preferred stock, series 1947. Underwriting—Har. 
riman Ripley & Co. and Lazard Freres & Co., both of 


Muskogee, Okla., fer about $1,800,000. Business—Glass 
works. Fed 


Crawford Clothes, Inc., L. I. City, N. Y. 


Aug. 9 filed 300,000 shares ($5 par) common stock, 
Underwriters—First Boston Corp., New York. Price by 
amendment. ) i 
selling stockholders. Offering date indefinite. 


Crown Capital Corp., Wilmington, Del. 


Jan. 22 filed 250,000 shares ($1 par) class A common. 
Underwriter—Hodson & Co. Inc., New York. will act as 


share.” Proceeds—Net proceeds, estimated at $300,000, 
will be used for mining operations. 


(jointly). Price—To be determined by competitive bid- 
ding. Proceeds—To be added to cash funds and Will te 
used, among other things, to finance construction. 


t. filed 70,920 shares ($1 par) common. Under- 
write 
a share. Proceeds — Stock is being sold by six share-jplock 
holders who will receive proceeds. 
Boston. For working capital. 


“Doman Frasier Helicopters, Inc., N. Y. 


March 3 (letter of notification) 30,000 shares of common 
stock (par $1). Underwriter—John Nickerson & Co., Inc., Fi 
New York. Price—$1.25 per share. Proceeds for con- | 
struction and development of helicopters and other cor 
porate purposes. 


@ Drico Industrial Corp., New York (3/17) 


March 10 (letter of notification) 150,600 shares of 
common stock (par $1). Underwriter, Kobbe & (0 
Inc., Price—$1.75 per share. Proceeds to finance manu- 
facturing and sales program and paying for materia’s 
and labor in connection therewith. 


Dec. 31 filed 5,000 shares ($100 par) 5% non-cumulatvé 
preferred. Underwriters—None. Offering—To be offe 
at par to customers, officers and employees of the com 
pany. Proceeds — For corporated purposes including 
modernization and improvement of the man 
plant and machinery and equipment. 


Aug. 28 filed 50,000 shares of $1.25 cumulative convert 
ble preferred stock, (par $25) and 150,000 shares 
common stock (par $1). Underwriters—Van Alsty=® 
Noel & Co. Proceeds—Corporation will receive the - 
ceeds from the issuance of 50,000 shares of the comm 
stock which will be used to increase productive capacity: 
add new lines of products and expand the business. 
remaining 100,000 shares of common stock and the 
ferred shares will be sold by present stockholders. 


@ Emsco Derrick & Equipment Co., Los Angeles 


March 3 filed 10,000 shares ($100 par) 4% cumulaly® 
preferred, which are convertible into common  stoc® 
Underwriting — None. n 
9,831 shares of the preferred for subscription to comme" 
stockholders at $100 a share in the ratio of one ae 
ferred share for each 38 shares of common held. a" 

scription period will expire April 30. The remainins t 
shares, and any unsubscribed shares, will be offere 
persons yet to be determined. Price—$100 a sh iste 
Proceeds—Proceeds are to be applied to reduce an 0 







Unde olume 










anding 
d add 
iwell qd 


Equ 
rb. 28 ff 
rred, : 
mnaerw 
at the 
$1,045 
Finand 





fage 
























Fara 
Pb. 13, 
nd de 
nts fo! 
bntures 
red to 
25 par 
5 par) 
on shi 
derw! 
y ame! 






Underwriter—L. p, 
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New York. Price—By amendment. Proceeds—For ex. — to 
pansion program including erection of new plant at d to : 
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Proceeds—Go to Joseph Levy, President, 


selling agent. Price—$4.25 per share. Proceeds—Net pro-fmpans 11 
ceeds will be used as capital for company’s subsidiaries al Co! 
engaged in the small loan or personal finance business, Fil 

Cyprus Mines, Ltd., Montreal, Canada ne 2! 
May 31 filed 500,000 shares of common stock (par $1). 00,000 
Underwriters—Sabiston-Hughes, Ltd., Toronto. Offer-#00,000 


are | 
nares 
& 


res will be offered to the public at 75 cents a 


Delaware Power & Light Co., Wilmington, Del. meng 
Feb. 2, filed 50.000 shares ($100 par) cumulative pre-B ¢,) 
ferred. Underwriter—To be determined by competitively.» 5 
bidding. Probable bidders include Lehman Brothers, ther { 
The First Boston Corp., and Blyth & Co., Inc. (jointly), 
Shields & Co., and White, Weld & Co. (jointly); Paine, Fe 
Webber, Jackson & Curtis, and W. C. Langley & Ca uly 2 


tstar 
mend 


Detroit Typesetting Co., Detroit, Mich. F- 


C. G. McDonald & Co., Detroit. Price — $5.0 @Plarch 


bf F-] 
0 be 


(3/18-19) 


Edelbrew Brewery, Inc.. Brooklyn, N. Y. 


ufacturing HF ° se 


Empire Millwork Corp., New York 





Offering — Company will offel iby » 
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re for eac. sanding bank loan and to finance capital improvements 


oceeds—Fy ‘additions to its plants. Business—Manufacture of Price—$25 a-share. .Preceeds — For improvement and Price—Preferred, $10; common, 5 cents. Each purchaser 


re iwell drilling equipment. mvuaernization program, Oftering indefinitely postponea, = a — a ere right to purchase two 
- (3/1) ‘ : < Grolier Society, Inc., New York on shares. Proceeds for purpose of purchasing 
1 Mortgage Equipment Finance Corp., Chicago July 29 filed 18,500 adie a. aie enemies nie materials, renting factory and office space, etc. 


Oo be d rb. 28 filed 8,025 shares ($100 par) 4% cumulati . . tS 
eter. pa, series 2, and 25,070 shares ( $1 pe plat ant stuck ($100 par), with-non-detachable common stock lowa-lilinois Gas & Electric Co. (3/17) 


ders includ : 
cly se warrants entitling registered holders of shares Feb. 15 filed $22,000,000 of first mortgage bonds due 1977. 


Inc. Price_[anderwriting — None. Offering—Company anticipates 
oceeds—fyy at the entire offering will be sold to its employees .— $4.25. preferred to purchase at any time 64,750 Underwriter—To be determined by competitive bidding. 


- b. inte Seehee- Sar. 2 es of common stock at $16 a share at the ratio of 3 Probable bi . 
Bids Inv d a . ao aes igen Pyare oN ane Sue _ each preferred share held; and Fp First iosten poe ag be pare Siyth co. 
ce, 4 Lrvinghe Finance business. i ion re) ~~ common stock. Underwriters—H. _Inc.; Harriman Ripley & Co. Proceeds—Part of the pro- 
ane y y and Co., Inc. withdrew as underwriters. ceeds will be used to pay mortgage debt of $10,578,000 
Farquhar (A. B.) Co., York, Pa. (3/17) 18 500-akuas nderwriters to purchase from the company and balance will be added to general funds. Bids—Bids 
rb. 13, 1947 (by amendment) $600,000 434% sinking , ares -of-preferred and 20,000 shares of common; for the purchase of the bonds will be received up to 


: df Miu H Mar room 
a! ae nd ebennss tne — (with warrants) and war- chained en ee eS nee *Prices’ te reterelag 4200, 105 West Adams St., Chicago. 
—$2 a con. -— be: a Saaee & feng re he yee ~ i red $100 a share;.common $14 a share. Proceeds—To Jahn & Ollier Engraving Co. (3/24) 
riter—L. Dina to -saaudie. (On Sept. 26 company filed 30,000 Shen — 9 ee preferred, pay notes, discharge a Feb. 26, filed 102,000 shares ($1 par) common. Under- 
pital. 25 par) cumulative convertible preferred; 45,000 shares ° initely postponed. writer—Sills, Minton & Co., Inc., Chicago. Priee—By 
(3/26-28) impo par) common; and an unspecified number of com- Gulf States Utilities Co., Baton Rouge, La. amnenneases., Doasatie ~The shares, walel: Sonnunane ae 


proximately 48.5% of company’s outstanding common 


stock, are being sold to stockholders. Business—Pre- 


on shares to permit conversion of the preferred.) Jan. 20 filed 1 909,968 shares (no par) common. Under- 
writer—None. Offering—The shares will be offered for paring printing plates on copper and zinc by photo- 


she Uae nderwriter—Stroud & Co., Inc., Philadelphia. Price— 
§—hal-My amendment. Proceeds—Proceeds will be used to re- 


Xo. uM. 4 subscription: ” , i : “ati 
0. both a pem 4 My % sinking | fund mortgage hende.-due Aug. 1. may ae a Sune oe BM, +g mechanical and hand-engraving operations. 
wy planta “e o pay @ 4 a a pe can racts and chattel-mortgages _ subscription. basis:will-be one share of Gulf States stock Joyce, Inc., Pasadena, Calif. (3/20) 
ness—Glass te) . _ — —- of Engineers —— os ger agi Feb. 24, filed 150,000 shares ($1 par) common. Under- 
" e. eeds—-Purpose of offering is to carry out writer—Lester & Co., Los Angeles. i 25 a ; 
Federal Electric Products Co., Newark, N. J. a provision of dissolution plan of Engineers approved by Proceeds—Of the total pooneiair te selling 100,000 aes 
= 2 ~ 26, — ig ge (s) eee) eee —_ A, the Commission... ....... and 50,000 shares are being sold by stockholders. Com- 
mon stock menderwriter—E. I’. Gillespie & Co., Inc., New ork, pany will use its estimated net proceeds of $518,242 for 
. Price pygmrice--$7.25 a share. The registration states princi- Hammond ‘instrument Co., Chicago the following purposes: retirement of 295 hates of 6% 
, President MMe! Stockholder has granted the underwriters ‘an option Aug. 8 filed: 860,000 shares ($1 par) common. Under- preferred at $100 a share and accrued dividends: retire- 
te. » purchase 45,000.shares of class B«($1 par) common ment eae wHuDavies & Co., Chicago. Price by amend- ment of 9,615 shares of 4% second preferred at $10 a 
$7.25 a share, exercisable for a period of three years, ment. : Net. proceeds will be used to redeem share and accrued dividends; payment of a $300,000 bank 
15 roceeds—Proceeds.of approximately $870,000, together - 1t8 outstanding..6% cumulative preferred stock at an note held by Union Bank & Trust Co. of Los Angeles; 


A common.fmith $755,000 of other bonds, will be used to repay the .-estimated .cost .of . $213,258, exclusive of accrued divi- and balance for working capital 
will act asf/™alance. of $34,000 ef a property mortgage, to pay off dends. ..It,also..will.use approximately $402,000 toward adie cast 


s—Net pro-fMpans in the amount of $1,295,000 to Bankers Commer- -the purchase. of a manufacturing plant in Chicago; bal- Kingan & Co., Inc., Indianapolis, Ind. 
ppoeciarieg al Corp., New Yerk, and for additional working capital. anee.for working.capital. Offering date indefinite. Jan, 24 filed 6,564 shares ($100 par) 4% cumulative pre- 
: business, j : ferred and 174,625 shares ($10 par) common. Under- 
f Films inc., New York F temo Stores, inc., Los Angeles writer by amendment. Price by amendment. Proceeds 
ne 25, filed 100,000 shares ($5 par) class A stock and June 27.filed 10000.shares ($1 par) common stock. W—aAll of the securities are being offered by stockholders 


k (par $1).§00,000 shares (10 cent. par) common stock, of which Underwriters. Van. Alstyne, Noe] & Co., New York, and) who will 

ito. Offer- 00,000 shares reserved for conversion of class A. Each Johnston, Lemon. .Co, Washington, D.C. Offering— GP BFOCERE- 

15 cents af@hare of class A stock is initially convertible into 2 To be.offered. to. the. public at $8 a share. Preceeds— ©@ Latin American Airways Inc., New York (3/24)! 

at $300,000, hares of common. stock. Underwriters—Herrick, Wad- Company. is.selling 60,000 shares and stockholders are March 7 (letter of notification) 21,250 shares ($1 par) 
& Co., Inc., New York. Offering—To be offered © Selling 40,000.shares,. The company will use its proceeds common, on behalf of Henry E. Rohlsen, Bronx, N. Y. 

ublicly at $8.10 a unit consisting of one share of class A ‘© Ppay.the.costs of opening additional stores and to ex- Price—$2.50 a share. No underwriting. Proceeds go to 


_ a ck and one share of common stock. Proceeds—$201,- Pand mer dn its existing stores. Offering tem- the selling stockholder. 
competitive nfo) regen of 2,010 shares. ($100 par) preferred borarily postponed... @ Los Angeles Drug Co., Los. Angeles 
1 Brothers finer tarda. Will ne en aning proceeds, together with —_- Health Institute, nc., Hot Springs, N. Mex. March 6 (etter of notification) 2,000 shares .($100-par) 


Toor ‘ether funds, will 
i pg ore ; oo Cnt Pee SSen 25 Sone Dec. 16 filed 50,000 shares ($10 par) 542% cumulative common. Price—$150 a share. No underwriting. To re- 
tly); Paine, Foreman Fabrics Corp., New York prior preferred and 40,000 shares ($10 par) common. tire short term bank loan and for working capital. 
gley & Co uly 29 filed 110.000 shares ($1 stock. all Underwriting—None. Offering—All preferred and com- 
elitive bit Ee tending ee eee, Senmnee Pes. mon will be offered publicly, Price—$10.15 a pre- Maine Public Service Co., Preque Isle, Me. 
and Will iimendment. I b ithdra wee ce by ferred share and. $40. common share. Proceeds—Pro- June 25 filed 150,000 shares ($10 par) capital stock. 
action. a ceeds will be used: ild and equip hotel and health (nderwriters—To be determined through competitive 


sh, F-R Publishing Corp. and New Yorker Magazine cilities and to acquire a mineral water supply. bidding. Probable bidders include The First Boston 
on. Under- Inc., N. Y. ; : Corp.; Kidder, Peabody & Co., and Blyth & Co., Ine. 
, © Hemisphere Trading Co., Inc., New Orleans (jointly); Harriman Ripley & Co; Coffin & Burr and 


ice — $5.8@PMlarch 5 (letter of notification) 200 shares (no par) 
' six share@lock of F-R Publishing Corp. or 600 shares ($1 par) 
tock of New Yorker Magazine Inc. Price—$59 a share 
bf F-R stock or $19.75 a share of New Yorker stock. 
0 be sold by E. Melville Price, Chappaoua, N. Y., 
Y. hrough Silberberg & Co., New York. Proc« is—Go to 


he selling stockholder. @ Highland Princess Mines Inc., Denver 


March 6 (letter of notification) 15,000 shares ($10 par) Merrill Lynch, Pierce, Fenner & Beane. Proceeds—Shares 
common. Pri¢e—$11 a share. Underwriters—R. S. Hecht are being sold by Consolidated Electric and Gas Co. 
& Co.; Howard, Labouisse, Friedrichs & Co.; D’Antoni & (parent), in compliance with geographic integration pro- 
Co. and Kohimeyer;.Newburger & Co., New Orleans. visions of the Public Utility Holding Company Act. Hear- 
Proceeds for working..capital. ing will be held before the SEC March 7 on the proposed 
sale of the stock by Consolidated. 


of common ‘finnti @® McAler M facturi Cc Rochester, Mich 

. March 10 (letter of notification) 60,000 shares ($1 par) cAler Manutacturing Go., Rochester, = 
* sabe ont wry Feeds, inc., Columble, S. ©. capital stock.. Price—$1 a share. To be sold through March 7 (letter of notification) 3,000 shares ($1 par) 
other cor- mbes filed 450,000 shares (10¢ par) common. Under- = ponald A. McCallum, President of company. To develop common. Price—At market. Being sold by Carlton M. 
o r—Newkirk & Banks, Inc. Offering—Of the total jjining properties. Higbee Jr., Board Chairman, through licensed dealers, 


ompany is selling 350,000 shares and two stockholders, Proceeds to selling stockholder. 
17) oland E. Fulmer and Louis H. Newkirk, Jr., are selling Hy-Grade Supply Co., Oklahoma City 
hares of he remaining 100,000 shares. Price—$6 a share. Proceeds ec, 3 (leter of notification) 54,350 shares of cum, conv. ® Maguire Industries, Inc., New York (3/29) 
Pes ve Co For purchase of sweet potatoes, plant expansion, addi- preferred and 50,000 common stock purchase warrants. March 7 (letter of notification) 300,000 shares of com- 
be *@Ponal storage facilities, research and development work price—$5.50 a preferred share and 2 cents a warrant. mon stock (par $1). Underwriting, none. Price—$1 per 


gp ree A> id working capital. Offering date indefinite. Underwriter—Amos Treat & Co., New York. It is ex- share. Stock will be offered for subscription to stock- 
.™ pected that a full registration will be filed later with the holders of record March 29 in ratio of 1 new share for 
aa industries Inc., Milwaukee, Wis. SEC. coch, 3 shares held. Rights expire 3 p.m. (EST) April 
iled 50,000 shares of $1.25 cumulative converti- 21. Subscriptions payable at Registrar ransfer Co., 
ae ble preferred stock series A ($20 par) and 150,000 shares Illinols Power Co., Decatur, Ill. 2 Rector St., New York. Proceeds for working capital. 


fferedgl 0c par) common, all issued and outstanding and being June 17, filed 200,000 shares ($50 par) cumulative pre- 
ithe com-@™°ld by eight selling stockholders. UnderwettereVan ferred stock and 966,870 shares (no par) common stock, ® Malt-A-Plenty Inc., Tulsa, Okla. 
; including##lstyne Noel & Co. Price by amendment. Proceeds— Underwriters—By competitive bidding. Probable bid- March 6 (letter of notification) $200,000 of stock. Price 
nufacturing#/° Selling stockholders. Offering temporarily postponed. ders include Blyth & Co., Inc.; The First Boston Corp.; -—$100 a unit. No underwriting. For expansion purposes, 
W. E. Hutton & Co. Proceeds—Net proceeds from the 
Glencair Mining Co. Ltd., Toronto, Can. sale of mteonreiy will ae aaee to ae ace Mays (J. W.) Inc., Brooklyn, N. Y. ‘ai 
Uct. 2 file ; erwriter—  pany’s treasury for construction expenditures. Net pro- feb, 28 filed 150,000 shares ($1 par) common. Under- 
re convert MMark Daniels & Con *Tpreato. Reto_-40 ‘a a share ceeds from the sale of common will be applied for re- writer—Burr & Co., Inc., New York. Price by amend- 
) shares “—(Canadian Funds). Proceeds—-For mine development. demption of 5% cumulative convertible preferred stock ment. Proceeds—Of the total, 100,000 shares are being 


in Alstyne act converted: inte: common pees to ~ redemption sold by seven stockholders. The remaining 60,000 shares 
ve the pro Glensder date. The balance will be added to treasury ' are being sold by the company, which will use its pro- 
he comme Textile Corp., New York Company has asked the SEC to defer action on its fi- ceeds for general corporate purposes. Business—Opera- 


ug. 28 
ve capacity, Bp 000 bares om patna a ths = nancing program because of present market conditions. jon of department store. 


siness. ta: . : 
nd the pre- bynes ‘Noel PEs Gerectnn The 300008 hacen are © Wet wore. ” America, Landsdale, Pa. @ michigan Consolidated Gas Co., Detroit 
holders. Issued and = ote for the sant March 4 (letter of notification) 149,000 shares of capital March 7 filed $6,000,000 first mortgage bonds, due 1969, 
ot certai Sending and being sold for 56 000 stock (no par). Underwriting, none. Price — $1 per ritin T. b. determined by competitive bid- 
Angeles Bitock n stockholders. Company has also issued 55, share. Pay current obligation of $53,000; deferred ob- Underw e—To be y 
cumulative Hg onal 6 hae poor ae Lg nes oe apeag agra 4 ligations of $55,000; working capital. ding. Probable bidders—Dillon, Reed & Co., Inc.; Hal- 
share entitling them to purchase up a De 


re t Co. Inc.; The First Boston Corp.; Harris, 

ow oe re nendment. Offering temporarily postponed. meee: eee ee eee a Ee Hall ‘& o ‘tes ). Price—To be be determined by com- 

to common “mendment. Offering temporarily postponed. Aug. 28 filed 140,000 shares of common stock (par $1). eye dh ce Ger taat 9, “fpag ee egneoaoanaraygty Ae sst 
Underwriter—Otis & Co. Offering—Price $10 per share, petitive ing. oc 


fone I". Seldfield (Nev.) Deep Mines Co. of Nevada Proceeds—Selling stockholders will receive proceeds with funds to be received from the sale of additional 


d. Sub- 
naining 16: en : er of notification) 1,200,000 shares 98 par) Offering date indefinite. common shares to Michigan’s parent, American Light & 
. >q to on. Price — 12 cents a share. Underwriters — : : ; : erty con- 
ee sce Boettcher & Co., prin ot Morgan & Co., Los An- International. Roll Forming Co., Inc. Traction rie Byton be — ned ceregar page Peas 
uce an out Seles. For exploration and mine development. Feb. 7 (letter of notification) 10,000 shares of 4%% ‘struction and equipmen® Pp +3 sssienssibiadiii 

cumulative preferred (non-voting) stock (par $10) and its treasury for previous construction exp . 


Griggs, Cooper & Co., St. Paul, Minn. 80,000 shares of common stock (no par). Gordon Saun- Bgysiness—Public Utility. 


Sept. 3 (letter of notification) 12,000 shares ($1 h not technically an 
' J par) ders Co, New York (although not technically | d 
ommon. iadersidtiens--itaoren & Co., Inc., St. Paul. underwriter) will assist in distribution of securities. (Continued on page 1424) i 
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(Continued from page 1423) 


Michigan Gas & Elec. Co., Ashland, Wis. 

Jun 24 muea $3,ouuU,uuv v1 series A first mortgage bonds, 
due 1976; 14,000 shares ($100 par) cumulative preferred 
®wck and 120,000 shares ($10 par) common stock. Un- 
derwriters—To be devermined by competitive bidding. 
Probable bidders include Blyth & Co., Inc.; Kidder, Pea- 
body & Co.; The First Boston Corp.; Harris, Hall & Co. 
(tauc.); Merrill Lynch, Pserce, Fenner & Beane, and Ira 
Eaupt & Co. Offering—New preferred will be offered 
ov. a share for share exchange basis to holders of its 
Outstanding 7% prior hen, $6 no-par prior lien, 6% 
p.eefcrred and $6 (no par) preferred. Of the common 
suck being registered, company is selling 40,000 shares, 
Middle West is selling 57,226 shares and Halsey, Stuart 
4 Co. Inc., New York, is selling 22,774 shares. Proceeds 
—Michigan will use nei proceeds from bonds to redeem 
$4,500,0UU0 334% series A first mortgage bonds, due 1972, 
at 100.75 and interest Net proceeds from sale of com- 
mon and from shares of new preferred not issued in ex- 
cnange will be used to redeem $375,000 342% serial de- 
bentures, dve 1951. at’ 101.2 and interest. It also will 
redeem at 105 and accrued dividends all unexchanged 
s5ares of prior lien and preferred stocks. 


® Mon-O0-Co Oi! Corp., Harlowton, Mont. 

March 4 (letter of notification) 194,320 shares of (no par) 
class B stock. To be offered to stockhoiders and others 
under preemptive rights. Price—$1 a share. No under- 
writing. For expansion purposes. 


Motors Securities Co., Inc., Shreveport, La. 
Feb. 19 filed $5,000,000 collateral trust notes. Underwrit- 
ing—No underwriting. Price—$97.65 a unit. Proceeds— 
For purchase of automobile time sales paper which is 
its principal business as a finance company. 


Murphy (G. C.) Co., McKeesport, Pa. 
Jane 13 filed 250,000 shares of common stock (par $1). 
Uaderwriter—Smith, Barney & Co. Price by amend- 
ment. Proceeds—Redemption of outstanding 4%% pre- 


ferred stock at $109 a share plus dividends. Indefinitely 
pestponed. 


New England Gas and Electric Association 


Feb. 28 filed $22,425,000 20-year collateral trust sinking 
fund bonds, series A, due 1967; 77,625 shares ($100 par) 
cumulative convertible preferred and 479,235 shares ($8 
par) common. Underwriters—Bonds will be sold at com- 
petitive bidding. Probable bidders include The First 
Boston Corp.; Halsey, Stuart & Co. Inc.; White, Weld & 
Co., and Kidder, Peabody & Co. (jointly). Common and 
preierred exempted from competitive bidding. Names 
of underwriters will be supplied by amendment. Proceeds 
—Financing is part of recapitalization plan to retire 
outstanding indebtedness of $34,998,500. 


Newburgh Steel Co., Inc., Detroit 


Aug. 2 filed 30,000 snares of 6% cumulative convertible 
preferred stock (par $10), and 30,000 common shares 
($1 par). Underwriter—Charles E. Bailey & Co., De- 
troit. Shares are issued and outstanding and are being 
s9ld by Maurice Cohen and Samuel Friedman, President 
and Secretary-Treasurer, respectively, each selling 
13,000 shares of preferred and 15,000 shares of common. 
Price—$10 a share for the preferred and $6 a share for 
the common. $204,047 of the proceeds shall be paid to 
tne company to discharge their indebtedness to it. 


Northern Engraving & Mtg. Co., La Crosse, Wis. 
Aug. 29 filed 70,000 shares ($2 par) common stock. 
i-nderwriter—Crutnenden & Co. Offering—Al!! hares 
ac issued and outstanding and being sold for the account 
of nresent holders Price—$16 a share. Proceeds—To 
selling stockholders. Issue being withdrawn. 


Nugent’s National Stores, Inc., New York 
Jme 21 filea 85.000 shares ($1 par) common stock 
Underwriters—Newburger & Hano, and Gearhart & Co. 
Inc. Price, $6.75 a share. Proceeds — Net proceeds to 
tne company from 62,000 shares, estimated at $350,200, 
will be applied as follows: About $111,300 for retirement 
of outstanding preferred stock; $41,649 to purchase 100% 
ci the stock of two affiliates, and balance $197,000 for 
other corporate purposes. The proceeds from the other 


2.000 shares will go to selling stockholders. Offering 
temporarily postponed. 


® Oglethorpe Fund, Inc., Savannah, Ga. 

March 10 filed 200,000 shares of common. Underwriter— 
Southern Securities Corp. Price-——Based on market. Pro- 
ceeds—For investment. Business—Investment business, 


Pacific Power & Light Co., Portiand, Ore. 
Jaly 10 filed 100,000 shares ($100 par) preferred stock. 
tnderwriters—By amendment. Probable bidders include 
Blyth & Co., Inc.. White, Weld & Co. and Smith, Barney & 
Co. (jointly); The First Boston Corp., W. C. Langley & Co.; 
Harriman Ripley & Co. Offering—Company proposes to 
j-gue the 100,000 shares of new preferred for the pur- 
pose of refinancing at a lower dividend rate the 67,009 
outstanding preferred shares of Pacific and the 47,806 
preferred shares of Northern Electric Co., in connection 
with the proposed merger of Northwestern into Pacific. 
fa connection with the merger, the outstanding preferred 
stocks of Pacific and Northwestern will be exchanged 


enare for share. with cash adjustments, for the new pre-. 


ferred stock of Pacific, the surviving corporation. In’ an 
amendment filed with SEC March 10, 1947, it is proposed 


to eliminate the competitive bidding for unexchanged 
preferred. 


® Packaging Service Corp., Washington, D. Cc. 


March 4 (letter of notification) 500 shares of common 
stock. Price—$100 a share. No underwriting. For or- 
ganization and operating expenses. 


Pal Blade Co., Inc., New York 
June 28, 1946 filed 227,500 shares ($1 par) capital stock 
Underwriters — F. Eberstadt & Co., Inc. Offering — 
225,000 shares are outstanding and are being sold by lif 
stockholders, and 2,500 shares are being sold by A. L 
Mariman to all salaried employees. Issue may be with- 
drawn. 


Paimetto Fibre Corp., Washington, D. C. 
August 16 filed 4,000,000 shares (10¢ par) preference 
stock. Price—50 cents a share. Proceeds—-The com- 
pany will use estimated net proceeds of $1,473,000 for 
purchase of a new factory near Punta Gorda, Fla., at 
a cost of about $951,928. It will set aside $150,000 for 
research and development purposes and the balance wil] 
be used as operating capital. Underwriter—Tellier & 
Co. withdrew as underwriters. 


Peninsular Oil Corp., Ltd., Montreal, Canada 


Sept. 3 filed 600,000 shares of common (par $1). Under- 
writer—Sabiston Hughes, Ltd., Toronto, Canada. Price— 
60 cents a share. Proceeds—Net proceeds will be used to 
purchase drilling machinery and other equipment 


Petroleum Heat & Power Co., Stamford, Conn, 
Dec. 30 filed 912,464 shares ($2 par) common. Under- 
writers—None. Offering—Shares will be offered in ex- 
change for entire outstanding capital stock of Taylor Re- 
fining Co., consisting of 8,946 shares (no par) common 
with an underlying book value of $2,458,224 as of last 
Sept. 30. At a meeting of stockholders, Dec. 23 company 
authorized an increase in common stock from 1,000,000 
to 2,000,000 shares and also authorized the issuance of the 
present offering in exchange for the Taylor stock. Ap- 
proximately 70.9% of the common stock is held under 
a voting trust agreement of Aug. 15, 1945, which it is 
expected will be terminated upon the acquisition of the 
Taylor stock. 


Pharis Tire & Rubber Co., Newark, O. 
Sept. 27 filed 100,000 shares ($20 par) cumulative con- 
vertible preferred. Underwriter—Van Alstyne, Noel & 
Co. and G. L. Ohrstrom & Co., New York. Price—$20 a 
share. Proceeds—For payment of loans and to replace 
working capital expended in purchase of building from 
RFC and to complete construction of a building. 


Pig’n Whistle Corp., San Francisco 


Dec. 26 filed 50,000 shares (par $7.50) cumulative con- 
vertible prior preferred $2 dividend stock. Underwriter 
—G. Brashears & Co., Los Angeles. Price by amend- 
ment. Proceeds—23,481 shares are being issued by com- 
pany and proceeds will be used in connection with recent 
purchase of four Chi Chi restaurants and cocktail 
lounges in Long Beach, Riverside, Palm Springs and San 
Diego and for working capital. 


Plymouth Rubber Co., Inc. (3/20/25) 


Feb. 28 filed 300,000 shares ($2 par) common, to be 
offered by selling stockholders, and an additional 12,500 
shares of outstanding common expected to be offered 
by two selling stockholders by April 30. Underwriters— 
F. Eberstad! & Co., Ine., and E. W: Clucas & Co., of New 
York. Price by amendment. 
stockholders. 


Porcupine Club, Ltd., Nassau, Bahama Islands 
Feb. 27 filed $125,000 5% first mortgage sinking fund 
bonds, due 1971. Underwriting—None. Offering—Of the 
total, $87,500 will be issued in exchange for an equal 
amount of outstanding 5% notes. The remaining $37,500 
of bonds will be offered to club members. Price—The 
bonds will be issued in denominations of $1,000 and $500 
for sale at their face amount. Preceeds—For repayment 
of bank loan and other corporate purposes. 


® Precast 
(3/20) 


March 11 (letter of notification) 270 shares of preferred 
stock (par $100) and 3,700 shares of common stock 
(no par). Underwriting, none. Price, preferred $100; 
common, $25. Proceeds for working capital and to 
provide and equip a factory building. 


Puritan Fund, Inc., Boston, Mass. 


Feb. 3 filed 300,000 shares of capital stock (par $1). 
Underwriters—Paul H. Davis & Co. and The Crosby 
Corp. Price at market. The fund is registered under 
the Investment Company Act of 1940 as an open-end 
diversified investment company of the management 
type. Proceeds—For investment. 


Quebec Gold Rocks Exploration Ltd., Montreal 
Nov. 13 filed 100,000 shares (50¢ par) capital stock. 
Underwriter—Robert B. Soden, Montreal, director of 
company. Price—50¢ a share. Proceeds—For explora- 
tion and development of mining property. 


Reaimont Red Lake Gold Mines, Ltd., Toronto, 
Canada 

Nov. 20 filed 800,000 shares of common stock ($1 par). 

Offering Price—$0.60 a share to public. Company has 

not entered into any underwriting contract. Proceeds— 

Development of mining properties and exploration work. 


Refrigerated Cargoes, Inc., New York 
Feb. 3 filed 25,000 shares ($100 par) 6% cumulative pre- 
ferred and 25,000 shares (no par) common. Underwriter 
—John Martin Rolph, Vice-President and director of 
company. Price—The stocks will-be sold at $105 per 


Building Sections, 


Inc. New York 


Proceeds—-Go to selling> 


ce 


unit consisting of one share of preferred and one shar; 


of common. Proceeds—To be used in organization o; 


business. 


@® Remco Food Products, Inc., New York 

March 4 (letter of notification) 150,000 shares of clas; 
A stock (par $1). Price—$2 per share. Underwriti 3 
none. To be sold through officers and directors. Ko) 
purchase of land, construction of building, purchas 
of machinery, working capital, etc. 


Republic Pictures Corp., New York 
Registration originally filed July 31 covered 184,82) 
shares of $1 cumulative convertible preferred ($10 par) 
and 277,231 shares (50c par) common stock, with Sterling 
Grace & Co. as underwriters. Company has decided to 
issue 454,465 shares of common stock only, which will be 
offered for subscription to stockholders of record Sept. 
5 to the extent of one share for each five held. Issue wil) 
not be underwritten. 


® Richmond Radiator Co., Richmond, Va. 


March 6 filed $1,025,000 4% 5-year serial maturity 
debentures due April 1, 1948 to 1952. Underwriting— 
None. Offering—Debentures will be offered for sub- 
scription to common stockholders in the ratio of $1 of 
such debentures for each common share held. Reynolds 
Metals Co., which holds 61.3% of the company’s out- 
standing common, has waived its right to purchase its 
pro rata share of debentures until the subscription pe- 
riod for other holders expires on Anpril 15. Reynolds 
will have until April 21 to subscribe for the debentures 
after which they will be offered to the public. The 
debentures will be sold at face amounts of $25, $50, 
$100, $500 and $1,000. They are convertible into common 
stock up to June 30, 1947. Proceeds—Will be used to 
retire $1,025,000 of the company’s notes held by Rey- 
nolds. Business—Manufacture of plumbing fixtures and 
heating equipment. 


@ Sardik Food Products Corp., New York (3/15) 


March 7 (letter of notification) 30,000 shares of 50 
cumulative preferred (no par). Price — $10 a share. 
Underwriter—George F. Breen, New York. For purchase 
of $190,000 labor-saving equipment and balance for 
working capital. 


@ Seaboard & Western Airlines Inc., New York 


Feb. 24 (letter of notification) 50,000 shares of common 
stock. Price — $1. Underwriting, none. Proceeds fo 
working capital. 


® Seaboard & Western Airlines, Inc., New York 


Feb. 28 (letter of notification) 50,000 shares of common 
stock. Underwriting, none. Price — $1. Proceeds for 
payrolls, materials supplies, etc. 


Slick Airways, Inc., San Antonio, Tex. 
Feb. 28 filed $1,500,000 4% convertible income deben- 
tures, due 1957, and 167,781.5 shares ($10 par) common. 
Underwriting—Nene. Offering—Debentures will be of- 
fered publicly at par, and the common will be offered 
to present common stockholders at $10 a Share in the 
ratio of one share for each two now held. Proceeds—For 
general corporate funds, including purchase of additional 
cargo planes. Business—Operation of airline. 


Solar Manufacturing Corp. 

June 14 filed 80,000 shares of $1.12% cumulative con- 
vertible preferred stock. series A (par $20). Under- 
writers—Van Alstyne, Noel & Co. Price by amendment. 
Proceeds—Net proceeds will be applied for the redemp- 
tion of outstanding series A convertible preferred stock 
which are not converted into common stock. Such pro- 
seeds also will be used for additional manufacturing 
facilities in the amount of $600,000; for additional inven- 
tory amounting to $400,000. and for additional working 
sapital. Offering temporarily postponed. 


Soss Manufacturing Co., Detroit, Mich. 

Sept 3 filed 40,000 shares ($25 par) 5% cumulative con- 
vertible preferred. Underwriter—Ames, Emerich & Co., 
Inc., Chicago. Offering—To be offered to common stock- 
holders for subscription at $25 a share in the ratio of 
one preferred share for each five shares of common held 
unsubscribed shares will be sold to underwriters at same 
price. Price — Public offering price of unsubscribed 
shares by amendment. Proceeds—For expansion of plant 
facilities and for additional working capital. Offering 
postponed. 


Southern Counties Gas Co. of Calif., Los Angeles 
Feb. 19 filed $6,000,000 3% first mortgage bonds due 
March 1, 1977. Underwriting—To be determined by com- 
petitive bidding. Probable bidders include Halsey, Stuart 
Co. Inc.; The First Boston Corp.; Blyth & Co., Inc. Pro- 
ceeds—To reimburse treasury for expenditures made {or 
capital purposes and to finance construction costs. 


® Southwest Airways Co., Beverly Hills, Calif. 


March 3 (letter of notification) 9,000 shares of common". 
Price — $33 a share. No underwriting. For working 
capital. 


@® Sta-Rite Ginnie Lou, Inc., Shelbyvilie, Il. 


March 6 (letter of notification) $100,000 5-year deben- 
ture notes. To be offered to stockholders and officers 
at face value. No underwriting. For expansion purpose> 


Street, & Smith Publications, Inc. 


July 17 filéd 197,500 shares of common stock. Under- 
writers—Glore, Forgan & Co. Offering—The offering 


represents @ part of the holdings of the present stock- 
holders. Indefinitely postponed. 
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ne 
swern & Co., Trenton, N. J. 
98 filed 195,000 shares common stock (par $1) 
Underwriter—C. K. Pistell & Co., Inc, Offering—Com- 
any is selling 45,000 shares, and eight selling stock- 
holders are disposing of the remaining 150,000 shares 
price—$10.50 a share. Proceeds—From 45,000 shares 
sold by company will be applied to working capita) 
initially. Offering date indefinite. 


Textron Inc., Providence, R. I. 
98 filed 300,000 shares ($25 par) 5% 


Aug. 


Feb. convertible 


vreferred. Underwriters—Blair & Co., Inc., New York, 
“nd Maxwell, Marshall & Co., Los Angeles. Price by 
amendment. Proceeds—For payment of $3,950,000 of 


bank loan notes; purchase of two notes issued by a sub- 
<idiary, Textren Southern Inc. in the amount of $1- 
990,000 each, and for working capital. 


Toledo (O.) Edison Co. 


Oct. 25 filed $32,000,000 first mortgage bonds, due 1976. 
and 160,000 shares of ($100 par) cumulative preferred 
Underwriter's—To be determined by competitive bidding 
Probable bidders include The First Boston Corp.: Halsey 
Stuart & Co. Inc. (bonds only); Blyth & Co., Inc.; and 
Smith, Barney & Co- Price to be determined by compet- 
tive bidding. Proceeds—Net proceeds together with $4,- 
500,000 bank loan and if necessary, the $5,000,000 to be 
contributed by its parent, Cities Service Co., will be used 
to redeem outstanding debt and preferred stock, involv- 
ing a payment of $55,906,590, exclusive of interest and 


dividends. 


@ Tune Shop Music Publishers Inc., Philadelphia 


March 6 (letter of notification) 20,000 shares ($1 par) 
common. Price—$1 a share. No underwriting. To pur- 
chase and equip a recording studio and to carry on 
corporate activities. 


@ Upper Peninsula Power Co., Houghton, Mich. 


March 6 filed $3,500,000 first mortgage bonds, due 1977; 
10.000 shares ($100 par) cumulative preferred and 180,- 
000° shares ($10 par) common. Underwriting—To be 
determined by competitive bidding. Probable bidders 
include Halsey, Stuart & Co. Inc. (bonds); Merrill 
Lynch, Pierce, Fenner & Beane and Paine, Webber, 
Jackson & Curtis (jointly); Blyth & Co., Inc.; The First 
Boston Corp.; Kidder, Peabody & Co. Price—To be de- 
termined by competitive bidding. Proceeds—Company 
was organized Feb. 26, 1947 to acquire the capital stocks 
and assets of three Michigan operating utilities—Hough- 
ton County Electric Light Co., Copper District Power 
Co. and Iron Range Light & Power Co. The proceeds 
will be used in connection with this acquisition program. 
Business—Public Utility. 


U. S. Television Manufacturing Corp., New York 


Nov. 4 filed 200,000 shares (par $1) 25c cumulative con- 
vertible preferred and 230,000 shares of common (par 
50c). Price to public for preferred $5 per share. Em- 
ployees will be permitted to purchase preferred at $4.50 
per share, Of the common 30,000 shares are reserved for 
the exercise of warrants up to Jan. 15, 1950, at $3.50 per 


share and 200,000 are reserved for the conversion of the 
preferred. Underwriters—Names by amendment. Price 
$5 per share for preferred. Proceeds—For working cap- 
ital and expansion of ‘business. 


Utah Chemical & Carbon Co., Salt Lake City 


Dec, 20 filed $700,000 15-year convertible debentures and 
225,000 shares ($1 par) common. The statement also 
covers 105,000 shares of common reserved for conversion 
of the debentures. Underwriter—Carver & Co., Ine., 
Boston. Price—Debentures 98; common $3.75 per share. 
Proceeds—For plant construction, purchase of equip- 
ment and for working capital. 


Vertientes-Camaguey Sugar Co. of Cuba, 
Havana, Cuba (3/18) 


Feb. 27 filed 116,416 shares ($6.50 par) common stock, 
U.S. currency. Underwrittr—White, Weld & Co., New 
York. Price—By amendment. Proceeds—Shares are 


issued and outstanding and are being sold by stock- 
holders. 


Victory Gold Mines Ltd., Montreal, Canada 
Nov. 13 filed 400,000 shares ($1 par) capital stock. Un- 
derwriter—None as yet. Price—25 cents a share. Pro- 
ceeds—For developing mining property. Business— 
Acquiring and developing mining properties. 


Wagner Electric Corp., St. Louis, Mo. 


Feb. 27 filed 97,846 shares ($15 par) common. Under- 
writers—No underwriting. Offering—Shares will be of- 
fered for subscription to common stockholders of record 
March 20 at $30 a share in ratio of one share for each 
four shares held. Subscription. warrants will expire 
April 9. Unsubscribed shares will be sold to persons 
designated by the directors. Proceeds—For general 
corporate purposes incident to expansion of business. 


Ward Baking Co., New York 


Feb. 24, filed 291,487% shares ($1 par) common. Under- 
writer—No underwriting. Offering—The shares are the 
number reserved for exercise of stock purchase warrants 
which expire April 1, 1956. Price—$12.50 a common 
share during first four years beginning April 1, and 
$15 a share during the last five years. Payment may 
be made in cash or by tender of 512% cumulative pre- 
ferred stock. Proceeds-—Proceeds will be added to treas- 
ury funds. 


Wells Beverage Co., Inc., New York 


Feb. 28 filed 100,000 shares ($10 par) preferred stock. 
Underwriting—None. Offering—To be offered to buyers 
engaged in soft drink beverage business. Price—By 
amendment. Proceeds—-To purchase operating equipment 
and bottling plants. 


West Coast Airlines, Inc., Seattle, Wash. 


Sept. 2 filed 245,000 shares ($1 par) common. Under- 
writer — Auchincloss, Parker & Redpath, Washington. 
D. C. Price—$7 a share. Proceeds—To repay short term 
bank loans for aircraft communication equipment part 
and shop facilities and for working capital 


@® Western Aero Supply Corp., fan Antonio, Tex. 
March 3 (letter of notification), 1.00) shares ($5 par) 
3% preferred and 35,000 shares (5)¢ par) common. 
Price—$10.50 a unit. Underwriicr—Pitman & Co.. San 


Antonio. For retiring bank loaas and for expansion pur- 
poses. 


Western Air Lines, Inc. 


Nov. 27 filed 1,200,000 shares ($1 par) capital stock 
Underwriter—Dillon, Read & Co. Inc. Price by amend- 
ment, Proceeds — Offering comsists of an unspecified 
number of shares being sold by the company and by 
William A. Coulter, President and Director. The amounts 
being offered by each will be stated definitely by amend- 
ment and the total number of shares presently stated 
will be reduced if the offering consists of a smaller num- 
ber of shares. Company will use its proceeds estimated 
at a minimum of $6,500,000 together with a $7,500,000 
bank loan, toward payment of its promissory notes and 
to finance company’s equipment and facilities expansion 
program now undet way. 


Whiite’s Auto Stores, Inc. (3/25-28) 

Feb. 25, filed $1,000,000 12-year debentures, due 1959, 
and 50,000 shares ($1 par) common. Underwriters— 
First Colony Corp., New York, and Childs, Jeffries & 
Thorndike Inc., Boston. Offering—Of the total common, 
5,000 shares are reserved for offering to employees. Price 
By amendment. Proceeds—Company is selling the deben- 
tures while the common stock is being sold by the four 
officers and directors. The company will use its proceeds 
to pay bank loans, to acquire additional warehouse space 
and to provide working capital. 


Wisconsin Power & Light Co., Madison, Wis. 
May 21 filed 550,000 shares ($10 par) common stock , to 
be sold at competitive -bidding. Underwriters—By 
amendment. Probable bidders include Merrill Lynch, 
Pierce, Fenner & Beane; White. Weld & Co.; Glore, 
Forgan & Co., and Harriman Ripley & Co. (jointly); 
The Wisconsin Co., and Dillon, Read & Co. Proceeda— 
Part of the shares are to be sold by Middle West Corp. 
top holding company of the System. and part by pref- 
erence stockholders of North West Utilities Co., parent 
of Wisconsin, who elect to sell such shares of Wisconsiz 
common which will be distributed to them upon the 
dissolution of North West Utilities Co. 


Wisconsin Supply Corp., Madison, Wis. 
Feb. 10 (letter of notification) 400 shares ($100 par) 5% 
cumulative preferred. Price—$100 a share. Under- 
writer—Northwestern Securities Co., Madison, Wis., is 
selling agent. For partial payment of plant construc- 
tion costs and to provide working capital. 


Wyandotte Worsted Co., Waterville, Me. 


Feb. 26 filed 92,038 shares of common stock (par $5). 
Underwriter—None. Stock will be sold through regular 
market channels over the New York Stock Exchange 
at “the best prices obtainable.” Proceeds—Stock being 
sold by five stockholders. 





Prospective Security Offerings 





(NOT YET IN REGISTRATION) 


{INDICATES ADDITIONS SINCE PREVIOUS ISSUE 





(Only “prospectives” reported during the past week are 
given herewith. Items previously noted are not repeated) 





ees 


© Allied Products Corp. 

March 12 reported company is considering methods of 
obtaining new funds for erection of a new plant on a 
recently acquired 14-acre site and increasing its working 
capital to meet the needs of expanding business. 


® Bates Manufacturing Co. 

March 10 reported that The First Boston Corp. and 
Coffin & Burr, Inc., will publicly offer about April 1, 
35,000 shares of stock of the company which they own. 
Registration with SEC expected at early date to be of- 
fered by a Boston investment firm. 


* Dallas Power & Light Co. 

March 5 the SEC approved charter amendments pro- 
Posed by the company. Among the changes to be made 
Will be an increase of the authorized (no-par) common 
‘rom 273.000 shares to 2,500,000 (no-par) shares. 
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@ Houston Lighting & Power Co. 


March 6 company will seek $9,700,000 for expansion by 
increasing the authorized common stock from 600,000 to 
2,000,000 shares, S. R. Bertron, the President, reported. 
The financing plan will be submitted to stockholders at 
the annual meeting on April 16. 

The outstanding 517,999 shares of common stock would 
be converted into 1,035,998 by issuance of an additional 
share for each one held. Owners would get rights to 
subscribe for one additional share for each four shares 
held. “If there has been no material change in condi- 
tions at that time,’ Mr. Bertron said, “‘the price for the 
new stock will be $37.50 per share.” If the stock is not 
taken by stockholders the directors may sell unsub- 
scribed shares as they may deem advisable. 


@ Minnesota Power & Light Co. 

March 5 company, filed an application with the SEC for 
permission to change its outstanding shares ($10 par) 
common into an equal number of common shares (no 
par). The change is necessary, the company said, to 
facilitate a plan of its parent, American Power & Light 
Co., to retire its preferred by offering common of certain 
of its subsidiaries, including Minnesota. 

© WMicscuri Power & Lignt Co. 


March 11 reported two investment banking groups are 
preparing to enter competition for a possible offering by 
North American Light & Power Co. of the common 


stock of Missouri. One group is led by G!lore, Forgan & 
Co., the other jointly by White, Weld & Co. and Shields 
& Co. : 


@ Northern Natural Gas Co. 

March 1 company applied to FPC for authority to con- 
struct $24,500,000 additional facilities. Funds for work 
would be raised through new debentures and common 
stock issues. as 


@® Pacific Gas & Electric Co. 


April 8 stockholders will vote (1) on increasing author- 
ized common stock from 8,000,000 to 10,000,000 shares 
and on making stock non-assessable; (2) on reclassifying 
1,000,000 shares of authorized but unissued 6% first 
preferred as a new series of 4% first preferred stock. 
The additional common and 4% preferred shares are 
to be sold as needed to finance a part of $300.000,000 
construction program. 


@ Pitney-Bowes Inc., Stamford, Conn. 

March 31 stockholders will vote on authorizing 75,000 
shares of cumulative preferred stock (par $50) and 500,- 
000 additional common shares. If approved it is’‘proposed 
that 46,000 preferred shares will be offered for sub- 
scription to common stockholders. It is expected offer- 
ing will be underwritten. Names not presently available. 


@ Public Service Co. of Indiana, Inc. 

March 4 company filed petition with PS Commission. of 
Indiana for authority to issue $11,077,800 15-year, 2°4% 
convertible debentures. The proceeds from the sale, to- 
gether with other funds, cre to be used to retire the 
$11,500,000 of bank loan notes which mature serially to 
1955. An application will be fied with the SEC. The 
new debentures would be cffe-ed at nar to the common 
stock shareholders on basis of $10 of debentures for each 
share of common stock. 


@ Richm’d Fredericksburg & Fotomac RR. (3/27) 
Company will receive bids ux to 12 noon (EST) March 
27 at its office, Broad Street Station, Philadelphia for 
the purchase of $1,995,000 negotiable notes to be dated 
April 15, 1947. 

(Continued on page 1426) ey 
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(Continued from page 1425) 


® Southern California Edison Co. 


March 11 company filed with the California Railroad 
Commission an application to issue two new classes of 
preferred stock with an aggregate par value of $82,671,- 
450. The stock is to be issued on an exchange basis for 
retirement of all outstanding 6 and 5%% 
shares. Stockho ders are to vote on the refunding pro- 
gram at special meetings in Los Angeles May 6. If ap- 


proval is granted, the company will 


($25 par) preference stock and cumulative preferred 


stock. Under the plan? holders of 6 


preferred 


issue 1,653,429 shares 


and 5%% preferreds 


would exchange on the basis of one-half share of each 
class of new stock for one share of either outstanding 
series. The new preference stock is to be made con- 
vertible into common. The outstanding preferreds that 


are not exchanged are to be called at $28.75 a share, and 
unexchanged portions of the new issues are to be sold for 
cash to raise the funds for such redemptions Details 
of the financing and formation of a suitable underwrit- 
ing group are being discussed with The First Boston 
Corp. The company has asked for exemption from the 
Commission’s competitive bidding rule. 


El Paso Natural Gas 


414% convertible deb 


@® Western Pacific 


@® Western Natural Gas Co. 


March 25 on merging Western Gas Co. and 
Oil Co. into Western Natural Gas Co. The ne 
wi | sell privately to insurance companies $2 
year 34,% ist mortgage bonds a 


Company wil! receive bids up to 12 noon PST M 
26 at its office 526 Mission St., San Francisco, fo, the 
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The Federal Budget—The Turning Point 


(Continued from page 1385) 


vorable activ.ty of industry end | 
trade. Continuance of certain ex- 
cise taxes, oterw.se expiring, 
and some offset to the postal 
defic.t will increese the estimated 
surplus to $2,000,000,000. 

The Pres:dent maintains that 
the respons:bilities of the Federal 
Government cannot be fully met 
in the fiscal year 1948 at a lower 
cost. He stands sternly against 
any tax reducion, maintaining 
that at the present t:me high 
taxes contribute to the welfare 
and strength of the country. 


The President thus presents the 
country as in the unhappy posi- 
tion of being scarcely able to 
meet expenses in spite of a tax 
structure at pracucaily war-time 
height, except for the elimination 
of the excess profi.s tax, and the 
prevalence of boom conditions in 
industry and employment. With 
the budget balanced at such a 
high level the Treasury would be 
in a most vulnerable position. 
This is indicated by consideration 
of the striking effect on Federal 
revenues of any material varia- 
tion in national production. The 
variation cannot always be up- 
ward as of late. 

It has been wisely said: 

“We have a budget that is 
out of hand. Unless Congress, 
with the backing of the public, 
can reestablish control over ex- 
penditures and get us on the 
sound road of paying off debts 
and lightening the tax load now 
bearing down on the incentive 
for work and production, we 
are heading for serious trouble.” 


Congress, now not in control of 
the President’s party, has taken 
up the challenge of the President’s 
budget. Under the new Congres- 
sional Reorganization Act, it is the 
duty of Congress by February 15 
to state a limit to which appro- 
priations for the next year are to 
be held. This is the first year of 
the operation of the requirement 
for the establishment of a broad 
framework for relating Federal 
expenditures to estimated Federal 
revenues. 


Proposed Congressional 
Reductions 


In fixing a limit for expendi- 
tures as now required, the House 
set a total of $31,500,000,000, a re- 
duction from the President’s fig- 
ure of $6,000,000,000. The limit so 
set was not fixed out of hand but 
only after all study by the House 
Appropriations Committee per- 
mitted by the short time allowed. 
The Senate so far would limit the 
reduction to the lesser amount of 
$4,500,000,000. The real answer 
will be made only when before 
July 1 all appropriations are 
finally passed, after further study 
and debate. 


A thoughtful woman Repub- 
lican has written of the proposed 
limitation as “:he ruthless paring 
of the President’s budget far be- 
low even the agreedly inadequate 
figures at which it started.” 

Yet expenditure in a_ single 
peace-time vear of more than was 
spent altoge her i1 World War I 
ean hardly be regarded as inade- 
quate. Swollen expenditures tend 
to be progress ve, and can be 
dealt with cnly by _ resolution 
which those inclined towards 
government spending may call 


course depends on whether re- 
duction of expenditures can actu- 
ally be accomplished without sac- 
rifice of essential government 
funct:ons. It is clear that members 
of Congress of great experience 
believe that expenses can be so 
lessened. Highly competent inde- 
pendent authorities agree. Intelli- 
gent opinion on such a complex 
matter is beyond the average 
voter, but he can zealously back 
up the Congress in the resolute 
quest. . 


That the task of reduction is 
difficult, none will deny: so was 
winning the war. Five great items, 
resulting largely from the war, 
make up about four-fifths of the 
total projected expenditure. 


Debt and Defense Items 


Nothing can be done about the 
great items of $5,000,000,000. for 
the service of the debt, and $2,- 
000,000,000 for estimated refunds 
of taxes found to have been over- 
paid. 

The princ.pal item of course is 
national defense, standing at the 
to'al of $11,256,000,000 for Army 
and Navy. No one will be willing 
to see any weakening of national 
defense by withholding the neces- 
sary money suppiy. Yet a sound 
budget, upon which productive 
economic life depends, is itself a 
part of national defense. To see 
that we have such a budget is the 
constitutional duty of Congress. 


Under our plan of government, 
it is for Congress to make sure 
that all preventable waste is 
eliminated and ail practical econ- 
omies fully explored; to make 
sure that plans for the future do 
10t involve facilities and equip- 
ment likely to become obsolete. 


There will be no begrudging of 
the $530,000,000 for research, or 
of the $443,000,000, included un- 
der Natural Resources, for the 
atomic development. 


Veterans’ benefits and services 
yopear for a total of $7,340,000,000. 
These have been rightly provided 
with the greatest gratitude, and 
are a sacred charge. Yet none who 
eonsiders the figures will deny 
that most careful administration 
is necessary. 


In the past year of widespread 
employee shortage, payments to 
veterans for unemployment com- 
pensation approached $1,100,000,- 
000, and $200,000,000 for self em- 
ployment allowances. In justice to 
the veterans themselves, stock 
must be taken of the whole situa- 
tion. 


International Finance Items 


International finance, down for 
a total of $3,500,000,000, is again 
a most difficult subject. The pro- 
jected total includes’ further 
4rafts of $1.200.000,000 under the 
British credit, $730.000.000 of al- 
ready authorized funds for the 
Export Import Bank, $645.000,000 
for relief in areas occupied by 
United States troops. $305.000,00° 
‘or winding up UNRRA and 
$326,000,000 for additional relief 
in a few countries in desperate 
need. 

It is to be hoped that with the 
establishment of international fi- 
nancial institutions, the period of 
large relief grants and _ recon- 
struction loans of government 
funds may be drawing to a close. 
It may be beyond our power to 





ruthless. 


Whether the Federal budget 
can be brought ino bounds of 


make all advances that are sug- 


one of the strongest reasons for 
reduction in the budget in othe: 
fields wherever possible. 

It .s in expenditure for gen- 
eral government activities and 
programs that substantial anc 
who.esome reduction appear; 
most practicable. True, this loac 
appears at but $8,300,000,000. Yet 
th.s tctal is equal to the average 
government expenditure for ali 
purposes in tue six years of lib- 
eral spending pr-.or to the war. IL 
we look back .o 1939, we see that 
the total is where it is now placed 
only because of the drop in work 
relief and direct relief expendi- 
tures, from over $3,000,000,000 in 
1939 to practically nothing. 

Budget expenses for major pro- 
grams in this f:eld show increases 
over 1939 ranging from 100% to 
more than 900%. 

From August, 1945 to November 
26, 1946, while the Army anc 
Navy and emergency war agen- 
cies were vigorously reducing 
personnel, old line establishments 
increased personne] by about 300,- 
000. The cost of general govern- 
ment shows a projected increase 
from $989,000,000 in 1946 to $1,- 
427,000,000 in 1948. 


Chairman John Taber, the ex- 
per.enced and industrious chair- 
man of the Appropriations Com- 
mittee of the House, has pre- 
sented as an example interesting 
figures about the Department o/ 
Commerce. He has pointed out 
that while there were only 13,00 
employees in that department in 
1939, the present estimate calls 
for 36,500, “without any corre- 
sponding increase in duties.” He 
states that the budget of that De- 
partment contains provisions “for 
15 management analysists, 23 in- 
formation specialists, personne! 
officers galore, under one label] 
or another, 23 librarians, numer- 
ous racial relations assistants and 
placement officers.” 


Mr. Taber also adds that in the 
Census Bureau there are provi- 
sions for 38 administrative officers, 
84 economic analysts, 35 econom- 
ists, and several and sundry 
world economic analysts. 


Reduction of Non-essential 
Agencies 


No one can doubt the urgent 
need for a thorough combing out 
of agencies no longer essential 
and for stream-lining those thai 
are necessary. The President’: 
figures are made up on the basis 
that all are necessary. 


Every dollar justly saved from 
public expenditure will make its 
effective contribution to the gen- 
era] welfare. 


Gradual reduction. of the public 
debt is the best possible evidence 
of financial health of the Govern- 
ment, and such reduction must be 
begun. It is questionable, how- 
ever, whether qa definite figure for 
such reduction should be set fortr 
before the excess of revenue 


which wll be available is de- 
termined. 
Reduction in taxation is the 


acid test of control of expenditure. 
Excess revenues earmarked for 
future debt reduction may easily 
be diverted to expenditure bu 
taxes actually given up cannot be. 


Tax Reductions 

The President maintairis” that 
high taxes in themselves contrib- 
ute to the welfare and-setcuri.y of 





gested. However, the possibilitv 


of large demands in this field isi are in themselves a burden on-in- 


he country. Yet the general view 
| of economist: iz thot high taxwes: 


dustry and trade and that 
aormal times these fiourish bet- 
ter under moderate taxes. 

Rel.ef from excessive tax bur- 
dens spurs production. Full pro- 


tion under the tax and debt struc- 
ture. 

The tax which most calls for 
some reduction is the individual] 
income tax. Corporations are still 
subject to a high rate of income 
tax, in general 38%, but by the 
Act of 1945 they were relieved 
from the very severe excess 
profits tax, while the relief for 
individuals under that act was 
very small. 


Income taxes have of course 
become the main reliance of thc 
Federal Government. For stabil- 
ity as well as the amount of the 
revenue, the Government need: 
and must retain the support o° 
excise taxes, yet the income tax. 
corporate and individual, will re- 
main much the major source. A 
permanently reliable income tax 
must be a bearable tax, consisten' 
with full energy and production 


Individual income tax rates 
now reach 20% in the first tax- 
able bracket (including the 37 
normal and the 17% bracket rate) 
less the 5% reduction; or 19% net 
They are so steeply graded that in 
the 18-20,000 bracket they reach 
50%, so that of the next dollar 
more than one-half goes to the 
Government; at $44,000, 68%, so 
that of the next dollar more than 
two-thirds goes to the Govern- 
ment; at $70,000 they reach 77%, 
so that of the next dollar more 
than three-fourths goes to the 
Government; then advancing up 
to 85%. At these rates, complete 
confiscation of all income above 
the $50,000 level would add oaly 
$430,000,000 net to the revenue 
and that of course but for a brie. 
period. 


An often suggested thought. of 
the way to make income tax re- 
duction is to increase personal 
exemptions and credits, or de- 
crease the rate of the first tax 
bracket. Reductions so effected 
have drastic results on the tax and 
fail in ymportant purposes of ta: 
relief. 

Taking 19446 tax r-tes on in 
come, it is estimated that even so 
small an increase in the pérsonal 
exemption and dependency 
credits as $100, would reduce the 
revenue by about $1,600,000,000. 

Again, taking the 1946 rates and 
income, reduction of the basic 
rate by one percentage poin 
would decrease the yield of the 
tax by $660,000,000. That again i 
because that bracket includes al 
taxpayers. 


Revision of Surtax Rates 


A thoroughgoing revision 0’ 
surtax rates at the present time 
may be impracticable. The wises 
course is therefore again to make 
a percentage reduction all alongs 
the line. Such reduction woulc 
not have to be drastic in its ef- 
fect on the tax yield and woulc 
still leave income tax rate 
steeply progressive. It is a mis- 
take to suppose that reductio~ 
benefits only the taxpayer. Re- 
ductions would put increased 
drive in‘o industry. If history re- 
peats itself, reduction is likely tc 
be reflected in increased tax 
yields as well as in increased job: 

Federal finances will not be 
truly in hand until expenditures 
are so controlled that the course 
|of both debt reduction and tax 
reduction can be begun. Nothing 





wise will give such stimulus. te 
indusiry- and trade and employ- 
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ment. In the accom 
that essential purpose, Congres 
should have fullest Support. 4 
'per.inent as ever remain Gu 
| words of Washington in the Farew 
wel] Address—“As a very impor. 
tant source of strength and secyy. 
ity, cherish the public credit.” 


Truman Visit to Mexico 


plishment of 


Un 





ing 

President Truman returned ty 2 
the White House on Mar. 6 from +r het 
his three-day official visit tf sa 
Mexico, the first ever made by q . N 
President tof the United Statecs Il cor 
advices from the Associated Press of } 
stated. The visit was the occasion ten: 
of several conferences between whit 
Mr. Truman and Mexico’s Presj- $301 
dent, Miguel Aleman, and these Bi 


meetings were later described as 
having been a. complete success 
from the viewpoints of both na- 
tions, according to a special dis- 
patch from Mexico City to the 
New York “Times.” As one Mex- 
ican newspaper, “El Popular” put 
it, “Truman Renews Our Faith in 
the Good Neighbor Policy.” From 
the moment that President Tru- 
man stepped from his planve the 
morning March 3, at the Mexico 
City airport, until in the caity 
morning hours of Mar. 6 he re- 
boarded his plane to depart, every 
effort was made to assure the 
American President of the warm 
regard of the Mexican people, and 
he in turn made evident the United 
States’ feeling of good-will toward 
her southern neighbor. Upon ar- 
rival Mr. Truman was greeted by 
a 21-gun salute, with troops drawn 
to attention; Mexico’s Président, 
Miguel Aleman and a number of 
other Mexican dignitaries, as well 
as the United States Ambassada 
Walther Thurston, met him at t 
airport. 


That evening a state dinner and 
reception were held in Mr. Tru- 
man’s honor at the National Pa- 
lace. It was the occasion for an 
address by the American Presi- 
dent in which, according to Asso- 
ciated Press advices from Mexico 
City on March 4, he declared that 
to him non-intervention meant 
that a strong nation does not have 
the right by reason of its strength 
to imnose its will on-a weaker na- 
tion. “The whole-hearted accept- 
ance of this doctrine by all of us 
is the keystone of the inter-Amer- 
ican system,” he continued. 


Mr. Truman won the apprecia- 
tion of all Mexico when on Mar. 4, 
according to a dispatch to the New 
York “Times,” he paid a surpris 
visit to the memorial honoring the 
boy heroes of Chapultepec wh? 
had defended the Mexican capital 
against United States troops 4 
hundred years ago, and placed @ 
wreath at the national shrine. Fo 
some time afterward -he wé 
hailed by the press and elsewhere 
as the most popular man in Mexic? 
City. President Truman visited 
other Mexico’s spots of unusual 
interest during his brief stay, 2” 
on Mar. 5, standing amid the ruins 
of the powerful and warlike Tol- 
tec civilization of ancient Mex! 
voiced the warning, according 
United Press advices, “Unless Wé 
have world peace we will be like 
these deserted ruins herec—a wt 
serted desert.” Adding that bot 
he and President Aleman weé!é 
working hard for world nea 
Mr. Truman continued: “We do 
not want to be a passing civill” 
tion, neither the great Mexi?et 
cnvernment,. mor the Unite 


States.” 
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Underwriting bankers are not 
inding time heavy on their hands 
hese days what with the distri- 


bution to the public of utility op- 


rating company equities hereto- 
ore held by holding companies, 
nd participating to some extent 
n the marketing of soldier bonus 


bonds. 


With plenty of business loom- 
ing ahead they have the addi- 
tional chore of setting up new 
groups. to bid for this or that 
issue’ as it appears on the cal- 
endar. 

Next Tuesday, fer. example, 
Consolidated Edison Company 
of New York launches its ex- 
tensive refinancing program 
which will involve close to 
$300,000.000 in new. securities. 

Bids will be opened at that 
ime on the first offering under 
he plan, $100,000,000 of first re- 
unding mortgage bonds series A, 


jue in 1982. Two groups are now 


n the running for this business, 


hoth of nationwide proportions. 


And the Street calculates 
that the bidding will be close 
since the competing groups’ will 
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Assistant Trader 


Expért teletype and telemeter operator. 
Two years spark plug of very active 
trading department of over-the-coun- 
ter firm. Fifteen years Wall Street 
experience. Salary open. Box No. K 35, 
Commercial & .- Financial Chronicle, 
25 Park Place, New York 8, N. Y. 








s greeted by 
roops drawn 
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SITUATION WANTED 


be headed by firms which long 
have been recognized as friend- 
ly opponents. Until recently 
First Boston Corp. was sched- 
uled to share management of 
one group with Halsey, Stuart 
& Co., Inc. 

But due to misunderstanding 
over the details of management, 
that big firm has withdrawn and 
has returned to the Morgan 
Stanley & Co. group with which 
it was orginally affiliated. This 
is the biggest corporate deal in 
weeks and, naturally in view of 
current market conditions, will be 
closely watched. 


Divestment Moves Along 

The program of utility integra- 
tion outlined .under the Public 
Utility Holding Company Act is 
really starting to move along: 
One has but to note ‘the in- 
creasing speed with which -held- 
ing companies are disposing. -of: 
certain earmarked holding; to be 
aware of that. 


Two such operations were 
completed this week, and many 
more are immediately ahead. 
The current divestment actions 
involve Standard Gas & Electric 
Co., and .a group of the old In- 
sull helding units. 

The former disposed of 140,-— 
614 shares of common stock of 
Mountain States Power Co., 
while the latter sold 383,434 
shares of common of Nerthern 
Indiana Public Service Co. 

Reoffered publicly- yesterday it 
was indicated that investor in- 
terest in both issues was lively 
and suggestive of early place- 
ment. 

Another Due Soon 

Standard Gas & Electric is not 
wasting any time in carrying 
through on its divestment plans. 
Reports are current at the mo- 
ment that it will register with the 
Securities and Exchange Com- 
mission shortly a declaration of 
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Trader Available 


Seventeen years experi- 
ence in Wall Street in- 
cluding several years as 
order clerk. Salary and/or 
commission. Box ZT 313, 
Commercial & Financial 
Chronicle, 25 Park Place, 
New York 8, N. Y. 





Municipal Man 
AVAILABLE 


Twenty-two years with mu- 
nicipal department of large fi- 
nancial institution in Wall 
Street district and fourteen 
years with municipal depart- 
ment of financial publication. 
Now retired, but desires to con- 
tinue in municipal field. Would 
consider representing out-of- 
town municipal firm. Salary 
secondary.. Box R 36, Commer- 
cial & Financial Chronicle, 25 
Park Place, New York 8, N. Y. 
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havethe right to subscribe for 


intention to seek bids on its port- 
folio holdings of 312,000, shares 
of California-Oregon Power Co. 
common stock. 


The company has indicated it 
will use the proceeds from the 
sale of the stock to redeem $13,- 
350,410 in notes maturing on 
April 16 next and to negotiate a 
reduction in $25,500,000 of bank 
— due two years from that 

ate. 


A call for bids on the stock, to 
be opened during the third week 
of April, is expected to be made 
soon. 

In the Offing 


The company’s bankers are 
making preparations necessary to 
underwrite the projected offer- 
ing to its shareholders by Amer- 
ican Tobacco Co., of 896,404 
shares of additional class “B” 
stock. 
Common. shareholders will 
the ‘new shares in the ratio of one 
new share for each five held 
commencing April 2 next and 
continuing through April 21. 
Proceeds will be added to work- 
ing capital, and used as needed in 
the business and for the liquida- 
tion. of outstanding bank loans. 


Amer. Telephone & Telegraph 


Just-about.a fortnight hence the 
investment banking wor.d will 
take down another allotment of 
American Telephone & ‘Telegraph 
Co. debentures for public dis- 
tribution. 


The last such undertaking 
was done on a “rights basis,” 
but this time the $200,000,000 of 
35-year obligations will be sold 
in competitive bidding. Two 
groups are in the field. 


This will mark another step in 
the huge company’s program for 
financing its war-delayed plans 
for expansion and improvement. 


With Morgan & Co. 


LOS ANGELES, CALIF.—M0or- 
gan & Co., 634 South Spring 
Street, members of the Los An- 
geles Stock Exchange, have added 
Ben H. Ohler to their stattf. 


DIVIDEND NOTICES 
OFFICE OF 


LOUISVILLE GAS AND ELECTRIC COMPANY 


The Board of Directors of Louisville Gas 
and Electric Company (Delaware) at a méeting 
held on March 7, 1947, declared a quarterly 
dividend of thirty-seven and one-ha.f cents 











(374oc) per share on the Class A Common 
Stock of the Company for the quarter ending 
February 28, 1947, payable by check March 
25, 1947, to stotkholders of record as of the 
close of business March 17, 1947. 


At the same meeting a dividend of twenty- 
five cents (25c) per share was declared on the 
Class B Common Stock of the Company, for 
the quarter ending February 28, 1947, payable 
by check March 25, 1947, to stockholders of 
3 as of the close of business March 17, 


G. W. KNOUREK, Treasurer, 





Underwriting, Investment Banking or 


Brokerage Firm Please Note— 


College Graduate, 9 Years’ Experience, 
Desires Connection... 


® SYSTEMS and METHODS 
©@ AUDITING 


Ex-Burroughs Salesman — Know Systems and Methods 


© ACCOUNTANT 
© SALES 


Interview at your convenience with complete record of past 


experiences. Piease address 


Financial Chronicle, 25 Park Place, New York 8, N. Y. 


Box & 


H 26, Commercial 







































York 8, N. Y. 





CORRESPONDENT 


€eeks responsible position. Able to produce new 
business and develop old contacts. Familiar with in- 
ves‘ment securities and their markets both listed and 
over the counter. For interview write Box L 30, Com- 
mercial and Financial Chronicle, 25 Park Place, New 








Odtdendtiowall 


MINERALS & CHEMICAL 
CORPORATION 


General Offices 
20 North Wacker Drive, Chicago 


* 


Dividends were declared by the 
Board of Directors on February 
27, 1947, as follows: 
4% Cumulative Preferred .Stock 
20th Consecut.ve 
Regular Quarterly Dividend 
of One Dollar ($1.00) per share. 
$5.00 Par Value Common Stock 
Regular Quarterly Dividend of 
Forty Cents (40c) per sare. 
Both dividends are payab!e March 
28, 1947 to s‘ockholders of record 
at the close of business March 14, 
1947. Checks will be mailed. 


Robert P. Resch 
Vice President and Treasurer 
*x 


Mining and Manufacturing 
Phosphate - Potash - Fertilizer - Chemicals 











higher postal rates, 


terial classified and mailed as 
second class matter. 


The schedule seeks to double 
the postal-card rate of 1 cent to 
bring in an estimated additional 
$20,000,000, and raise fees for 
second, third and fourth class 
mail to provide a $115,700,000 in- 
crease. From the Associated Press 
we quote: 


An increase in parcel post, 
which is rated by zones, to a 
scale ranging from 12 to 20 cents 
for the first pound as compared 
with the present rate of 8 to 16 
cents for the first pound. An 


increase in the special handling 
charge for fourth-class matter 
from the present scale of 10 to 
20 cents to a scale of 15 to 25 
cents. An increase in the special 
delivery service from the pres- 
ent scale of 13 to 35 cents to a 
scale of 20 to 45 cents. 

A general revision of money 
order fees now ranging from 6 
cents to 22 cents to a scale of 
20 cents to 35 cents. 

An increase in the postal notes 
fee from 5 cents to 8 cents. 

An increase in registered mail 
fees to a scale of 25 cents to 


DIVIDEND NOTICES _ 





THE YALE & TOWNE MFG. CO. 


On March 7, 1947, a dividend No. 231 of 
fifteen cents (15c) per share was declared by 
the Board of Directors out of past earnings, 
Payable April 1, 1947, to stockholders of record 
at the close of business March 17, 1947. 

F. DUNNING, Secretary. 





St. Louis, Recky Mountain & Pacific Co. 
Raton, New Mexico, March 8, 1947. 
PREFERRED STOCK DIVIDEND NO. 103 
The above Company has declared a dividend 
of $5.00 per share on the Preferred Stock of 
the Company to stockholders of record at the 
close of business March 15, 1947, payable March 
31, 1947. Transfer books will not be closed. 
COMMON STOCK DIVIDEND NO. 92 
The above Company has declared a dividend 
of 50 cents per share on the Common Stock 
of the Company to stockholders of record at 
the close of business March 15, 1947, payable 











March 31, 1947. Transfer books will not be 
closed. 

. P,. L. BONNYMAN, Treasurer. 
F411 HLA 
= CONSOLIDATED 
= NATURAL GAS 


: COMPANY 
= 30 Rockefeller Plaza 
New York 20, N. Y. 


DivipEND No. 7 


PUM PEEL CEL Lec Lee 


T ne BOARD OF DIRECTORS 
has this day declared a regular 
semi-annual cash dividend of 
One Dollar ($1.00) per share on 
the capital stock of the Com- 
pany, payable on May 15, 1947, 
to stockholders of record at the 
close of business April 15, 1947. 

E. E. DUVALL, Secretary 


March 12, 1947 
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REYNOLDS 
METALS 
COMPANY 


Reynolds Metals Building 
Richmond 19, Virginia 
PREFERRED DIVIDEND 
The regular dividend of one dollar 
thirty-seven and one-half cents 
($1.375) a share on the outstanding 
544% cumulative convertible pre- 
ferred stéck has been declared for 
the quarter ending March 31, 1947, 
payable April 1, 1947, to holders of 
record at the close of business 

March 290, 1947. 

The transfer books will not be 
closed. Checks will be mailed by 
Bank of the Manhattan Company. 


ALLYN DILLARD, Secretary 
Dated, March 6, 1947 





























Postoffice Dept. Would Increase Rates 


The Postoffice Department on March 4 proposed to Congress that 
except for first class mail, be established in 
order to reduce an anticipated deficit of $287,697,250 for the fiscal 
year ending June 30, 1948, Associated Press Washington advices 
stated. Under the recommended adjustments about $33,200,000 in 
additional revenue would be received from ( 
Magazines and other printed ma-@——— 


publishers of newspapers, 





$1.50 as compared with the pres- 
ent scale of 20 cents to $1.35. 


An increase in fees for in- 
sured mail from the present 
minimum of 3 cents to a mini- 
mum of 5 cents. These adjust- 
ments would be carried forward 
to a maximum of 30 cents as 
compare” with the present max- 
imum of 25 cents. 


An increase in the fees for 

cash on delivery (c. 0. d.) mail 
from the present scale of 15 
cents to 60 cents to a scale of 
20 cents to 68 cents. 
All revisions in present rates are 
estimated to bring the total in new 
revenue to $175,735. The remain- 
der of the deficit, or about $114,- 
000,000, would be met, under the 
department’s proposal which has 
been placed before the Senate 
Civil Service Committee, largely 
by eliminating certain free ser- 
vices such as the Congressional 
franking privilege, and other dif- 
ferential rates. 





DIVIDEND NOTICES | 


—. 





New York & Honduras Rosario 
Mining Company 
120 Broadway, New York 5, N. Y. 
March 12, 1947. 
DIVIDEND NO. 378 


The Board cf Directors of this Company, 
at a meeting he'd this day, declare an 
interim dividend for the first quarter of 1947, 
of Fifty Cents ($.50) a share on the out- 
Standing canital stock of this Company, pay- 
able on March 29, 1947, to stockholders of 
a at the close of business on March 19 


W. C. LANGLEY, Treasurer. 











Wicnita River Om. 
CoRPORATION 


Dividend No. 4 


A dividend of Twenty-five cents (25¢) pet 
share will be paid April 15, 1947 on the Com- 
mon Stock of the Corporation, to stockholders 
of record at the close of business March 31, 
1947, 


Josern L. Martin, Treasurer 
March 7, 1947. 


~~ ZR -— 
Tue Evectric STORAGE BATTERY 


COMPANY 


186th Consecutive 
Quarterly Dividend 





The Directors have declared from the 
Accumulated Surplus of the Company a 
dividend ot seventy-five cents ($.75) per 
share on the Common Stock. payable 
March 31. 1947, to stockholders of record 
at the close of business on March 17, 
1947. Cheeks will be mailed. 


H. C. ALLAN. 
Secretary and Treasurer 


Philadelphia 32, March 7, 1947 














x DIVIDENDS x 


The Board of Directors has declared 
the quarterly dividend of $1.37 ‘a 
share on Preferred Stock and a divi- 
dend of 15 cents a share on the Com- 
mon Stock both payable April 1, 1947 
to holders of record March 18, 1947. 
L. T. MELLY, 
Treasurer 
475 Fifth Avenue 
New York 17, N. Y¥. 
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N. Y. Lawyers Wondering What Effect Recent 
Court Ruling May Have on Stock Transfer Tax 


By EDMOUR GERMAIN 
Legal opinion is far from clear yet on all possible ramifications of 
the Supreme Court decision in the case of Hewit vs. Freeman. 
Office of the State Tax Commission, however, known to be in some- 
thing of a quandary over what the decision might mean in terms 
not only of stock transfer taxes but also income and franchise taxes. 


Ever since the U. S. Supreme Court in December reversed the 
ruling of a lower court, in the case of Hewit v. Freeman, that the 


Indiana gross income tax applied 
to the proceeds of sales of securi- 
ties of an Indiana resident, law- 
yers familiar with the tax prob- 
lems of some of New York’s 
largest banking and _ brokerage 
institutions have wondered just 
what effect this ruling could con- 
ceivably have on stock transfer 
taxes and possibly even other 
forms of taxation, such as income 
and franchise taxes, in transac- 
tions involving the citizens of 
other states. 


Legal opinion is not clear yet 
on all the possible ramifications 
of the Supreme Court decision. In 
giving its decision, the high court 
emphasized the point that a state 
is. precluded “from taking any 
action which may. fairly be 


‘ deemed to have the effect of im- 


peding the free flow of trade be- 
tween states.” It was believed by 
some therefore that narrower 
limits than are now being imposed 
might apply to the extent to 
which New York State or any 
other state can tax the citizens of 
any other state having occasion to 
do any business within its borders. 

The office of the State Tax 
Commission is itself known to be 
in something of a quandary over 
how the dec*sion might affect the 
application of New York State’s 
tax laws although a chief interest 
in the matter there is probably to 
discover the places, if any, in the 
statutes which might need to be 
revised to repair any damage the 
Federal ruling might have caused. 
The thought has been expressed 
that if the Supreme Court deci- 
sion in the Indiana case might 
possibly be interpreted as restrict- 
ing the application of the stock 
transfer taxes, it could also con- 
ceivably have a bearing on in- 
come and franchise taxes. In any 
event, if it may be thought the 
lawyers generally are extremely 
cautious in what they may claim 
to be the meaning of the Supreme 
Court decision, it can be said, too, 
that, for the state tax men, much 
is confusion in the matter. 

In the Indiana case, as one 
lawyer explained, the Supreme 





Court was faced with the follow- 
ing issue: A resident of Indiana 
through the New York Stock Ex- 
change by a local broker who is 
connected with a New York 
brokerage house. The question 
then was raised were the proceeds 
of these transactions taxable un- 
der the Indiana statute which im- 
poses a tax upon “the receipt of 
the entire gross income” of resi- 
dents and domiciliaries of Indiana 
but excepts from its scope “such 
gross income as is derived from 
business conducted in commerce 
between this‘state and other states 
of the United States .... to the 
extent to which the State of In- 
diana is prohibited from taxing 
had made sales of corporate stocks 
and bonds which were effected in 
the usual and customary way 
such gross income by the Consti- 
tution of the United States.” 
Reversing the lower court, 
Justice Frankfurter, rendering the 
opinion, held that the power of 
the states to tax is limited by the 
Commerce Clause and that the 
exaction by the State of Indiana 
is an interference by that state 
with the freedom of interstate 
commerce and therefore prohib- 
ited by the Federal Constitution. 


|Abbink, Butler, and 
'Morgan to Address 
Conference Board 


| “America’s Foreign Lending 
| Policy” will be the subject of ad- 
| dresses by John Abbink, Chairman 
of the National Foreign Trade 
|Council; Senator Hugh A. Butler 
(R. Neb.); and Shephart Morgan, 
| Vice-President of the Chase Na- 
| tional Bank of the City of New 
York, to be delivered before the 
|General Session of the 285th 
Meeting of the National Industrial 
Conference Board. The meeting 
|will be held Thursday evening, 
March 20, at the Waldorf-Astoria 
|Hotel in New York. Col. J. F. 
Drake, President of the Gulf Oil 
Corp., and Chairman of The Con- 
ference Board, will preside. 
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Shortage of Freight Cars 


.| indicates long-term large volume of 
business for 


RALSTON STEEL CAR CO. 


(freight car manufacturers) 


Market about 9 
1946 high about 12 


Circular Available 


LERNER & CO. 


Inactive Securities 
10 Post Office Square, Boston 9, Mass. 





Telephones Hubbard 1996. Teletype Bs 69. 





Strikes Against the 
Exchanges Possible 


(Continued from page 1380) 


Street eventually, the union will 
also probably feel it should poll 
its entire membership on the sub- 
ject of a strike. Meanwhile, nego- 
tiations appear to have reached 
something of a stalemate again, 
with neither side giving 
inch, and the whole issue stands 
suspended in mid-air, as it were. 
The Financial Employees Guild, 
CIO, won a two-day strike against 
the National Safety Bank and 
Trust Co. this last week. Terms 
of the agreement, as drawn up in 
a stipulation signed by officers of 
the union and a representative of 
the bank, include reinstatement 
without discrimination and with 
full pay for time loss during the 
strike, a pay rise of $4 a week for 
all employees except officers and 
supervisors of the bank, time-and- 
a-half for overtime on a daily 
basis. Formal recognition of the 
union as collective bargaining 
agent, it was reported by the 
union, was deferred pending the 
disposition of a charge of unfair 
labor practice lodged by the union 
against the bank. The union has 
asked the State Labor Board for 
permission to withdraw its charge 
and the State Labor Board itself, 
according to Rev. W. J. Kelley, 
Chairman of the board, has the 
request under consideration, 


“Over 50 Club” 
Planning Dinner 


The “Over Fifty Club” will 
shortly announce its second an- 
nual dinner. Any member of the 
Municipal Bond Club of New 
York who will have reached the 
50th anniversary of his birth by 
noon, EST, April 10, will be qual- 
ified to attend, and should com- 
municate with Phillips T. Bar- 
bour, secretary of the group, First 
Boston Corp., New York City. 








Now Proprietorship 


MT. CARMEL, ILL. — John M. 
Mitchell is now sole proprietor of 
The Mitchell Co., 10742 West 
Fourth Street. Mr. Mitcheli was 
previously President of the firm. 


in an) 





Arthur Ross Director 


Arthur Ross, Vice-President of 
Central National Corp., 22 East 
40th Street, New York City, was 


‘elected to the Board of Directors 


of Lake St. John Power and Paper 
Co. Ltd., and St. Lawrence Paper 
Mills Co. Ltd. Mr. Ross was re- 
cently elected to the board of the 
parent company, the St. Lawrence 
Corp. 


Dir. of Bankers Trust Co. 


S. Sloan Colt, President of the 
Bankers Trust Company, has an- 
nounced the election of William 
H. Jackson to the board of direc- 
tors. Mr. Jackson is a partner in 
J. H. Whitney and Company of 
New York. 


Joins Staff of Tifft Bros. 


(Special to Tue FINANCIAL CHRONICLE) 


HARTFORD, CONN.— Donald 
J. Beaton has become affiliated 
with Tifft Brothers, 49 Pearl 
Street, members of the New York 
Stock Exchange. Mr. Beaton was 
formerly with Brainard, Judd & 
Co. 


Harold J. Hifton Opens 


SUFFERN, N. Y.—Harold J. 
Hifton is engaging in the securi- 
ties business from offices at 60 
Washington Avenue. He was for- 
merly with W. W. Henry & Co. of 
New York City. 


President Urges Highway 
Accident Reduction 


Calling attention to the increas- 
ing number of citizens killed :n 
automobile accidents in the 
United States, President Truman 
called upon every State and 
community to work unceasingly 
throughout 1947 to promote high- 
way safety, according to Associ- 
ated Press advices from Washing- 
ton which also added: The 
President referred to the reco:n- 
mendations of his Highway Safety 
Conference “with respect to uni- 
form traffic regulations’ and 
“strict impartial enforcement of 
traffic codes,” and expressed the 
hope that reforms would soon be 
put into effect. Mr. Truman also 
urged drivers to exercise care, 
without which, he said, “laws and 
regulations will be of little avail.” 
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Ind. Securities Corp. 
(Special to THe FINnancrar CHRONICL: 
INDIANAPOLIS, IND.—Inq;; 

Securities Corporation is engagj,. 
in the investment business {yo,. 
offices at 108 East Washin ston 
Street. ian 





With Woolfolk, Huggins 


(Special to Tae Prnancra. CHRONICLE) 

NEW ORLEANS, LA.—Wiltor, 
E. Bland has been added to the 
staff of Woolfolk, Huggins & 
Shober, 839 Gravier Street, mem- 
bers of the New Orleans Stock 
Exchange. ; 
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Truman Calls for End 
Of Economic Wars 


In Waco, Texas, address, he stresses need of economic as well as 


political international cooperation and decries trade barriers. 


Ex- 


tolls proposed charter of International Trade Organization as 
enabling nations in economic difficulty to work their way out. De- 


fends reciprocal-trade agreements. 


Speaking. at Baylor University in Waco, Texas, where he re- 
ceived an honorary degree on March 7, President Harry S. Truman 


urged the na- 


tion to suppo-st 
the charter of 
the Interna- 
tional Trade 
Organization 
as a means of 
avoiding eco- 
nomic con- 
flicts. The 
President 
stressed the 
meed of U. S. 
world leader- 
ship and as- 
sistance in 
economic as 
well as po- 
litical affairs 
as a means of future wars, and de- 
fended the operation of the re- 
ciprocal trade agreements. 

The following is the text.of the 
President's address: 

At this particular time, the 
whole world is concentrating 
much of its thought and energy 
on attaining the objectives of 
peace and freedom. These ob- 
jectives are bound up complete- 
ly with a third objective —re- 
establishment of world trade. In 
fact the three — peace, freedom 


President Truman 











and world trade—are inseparable. 
The grave lessons of the past have 
proved it. 

Many of our people, here in 
America, used to think that we 
could escape the troubles of the 
world by simply staying within 
our own borders. Two wars have 
shown us how wrong they were. 
We know today that we cannot 
find security in isolation. If we 
are to live at peace, we must join 
with other nations in a continuing 
effort to organize the world for 
peace. Science and_ invention 
have left us no alternative. 

After the first world war the 
United States proposed a League 
of Nations, an organization to 
maintain order in the world. But 
when our proposal was accepted 
and the League was established, 
this country failed to become a 
member. 

Can any thoughtful person fail 
to realize today what that mis- 
take cost this nation and cost the 
world? 

This time we are taking a dif- 
ferent course. Our country has 
taken a leading part in building 

(Continued on page 1436) 





If I Were 


A Banker 


By ROBERT P. VANDERPOEL* 
Financial Editor, The Chicago “Rerald-American” 


Mr. Vanderpoel calls attention to rapid increase in consumer instal- 
ment credit, and warns banks to extend such loans with caution 
and restraint. Points out consumer credit accentuates business 
cycle and says in depression banks will be blamed and banking 
endangered. Proposes government get out of banking business, 
but Federal Reserve Board should exercise greater control of qual- 


ity and quantity of credit. 


If I were a banker today, I would be scared to death. 
If there is a man in this room who is not frightened, I would 


suggest he do® 


two things: 
First, he 
should take a 
refresher 
course in his- 
tory, particu- 
larly banking 
history. 
Next, he 
should pre- 
pare, or have 
‘one of the 
brightest 
youngmen 
in his bank 
prepare for 
him, some 
statistics and 


R. P. Vanderpoel 


some charts. 
If, after he has done this, he 
still is not afraid—well, all I can 





*An address by Mr. Vanderpoel 
before the mid-winter conference 
of the Illinois Bankers Associa- 
tion, Chicago, Ill., Feb. 21, 1947. 








say is, it must be nice to be that 
way. 

That is a funny way for a man 
who, for some time, has found 
himself the optimist of every 
gathering, to be talking. The ex- 
planation is that I am an optimist 
for the near-term, but that makes 
me all the more fearful for the 
longer-term. 

I have said there would not be 
a depression in 1947. I continue 
to hold that conviction. There 
will be some adjustments—but we 
have been having these ever since 
the end of the war. The trend of 
business failures is upward—but 
only from the lowest levels in our 
history. 

Some time this Spring, this 
Summer or this Fall, the people 
of these United States are going 
to wake up to the fact that the 
over-advertised depression has 
failed to make its appearance. 

Then take care! Watch those 

(Continued on page 1437) 


Reciprocal Trade 
Pacts Invite War 


By SCOVILLE HAMLIN 


Mr. Hamlin opposes executive 
control of tariff as being both 
unconstitutional and ineffective. 
Decries “arbitrary lowering of 
the tariff” as attempt to peg pro- 
duction on worldwide decline of 
efficiency. Advocates return of 
tariff to Congressional control 
with imposition of flat rate, as 
“a bulwark to peace.” 


Representative Thomas A. Jen- 
kins has introduced a measure 
which if adopted would request 
President Truman and all Federal 
agencies to 
postpone ac- 
tion seeking 
the further 
adjustment of 
duties under 
the so-called 
Recipro- 
cal Trade 
Agree 
ment Act, un- 
til sufficient 
time has 
elapsed to 
permit the 
Tariff Com- 
mission to 
make a spe- 
cial study of 














Scoville Hamlin 


the Act. 

Such a study is called for not 
only by the Tariff Commission, 
but as a means of enlisting the di- 
rect interest of the American pub- 
lic in the real intent and purpose 
of this act. 


It is granted that the Recipro- 
cal Trade Agreement program has 
brought about a marked reduc- 
tion in the average level of im- 
port duties as compared with 
those prevailing in 1930 under the 
Smoot Hawley Act. What we 
want to know is whether execu- 
tive control of the tariff is the 
answer to reversal of the move- 
ment of the nations in one un- 
balanced direction; whether it is 
our answer to Constitutional con- 


(Continued on page 1434) 
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As We See ae 


EDITORIAL —=—= 


Do-Nothingism in Congress 


It is said in some quarters that Republican leaders are 
“deeply disturbed” by the loss of public favor that their 
party has evidently suffered since the election last autumn. 
It is most ardently to be hoped that current public opinion 
polls and other indications corroborating them, will do a 
good deal more than “deeply disturb” those who are re- 
sponsible for the recent actions (or lack of them) -of the 
party to which the people turned in such large numbers 
last November. If current indications of this sort do not 
convince the party now in power in Congress that basic 
changes must be made at once in its attitude toward many 
public questions, then the revolutionary election returns 
will have been in vain—unless, indeed, the President and 
his party profit by the Republican victory. 

__ It is true, of course, that many of the successful can- 
didates last year pussy-footed their way into the halls of 
Congress. Possibly that is one of the reasons for the impo- 
tency revealed since they have taken office. But be that 
as it may, the people very definitely made it clear beyond 
any peradventure of a doubt that they “had enough” of a 
good many things, and that they expected the new Congress 


to give them a course of action radically different from that 
which they were rebuking. 


At a number of-points precisely this sort of change has 


been effected—but by the leader of the party which went 
down in defeat. 





President Leading 


The American people were, first of all, sick unto death 
with rationing and price controls—and the resulting dearth 
of many items which should have been plentiful enough 
and would have been plentiful enough but for the dead hand 

(Continued on page 1432) 
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From Washington 
Ahead of the News 


By CARLISLE BARGERON 

















For a long time, certainly longer than this writer’s memory and 
presumably pretty much ever since the American political system 
was set-up, there have been what the political parasites call the 
Fat Cats. Although the simile doesn’t seem to be appropriate, they 
are the boys to be milked in the campaigns. 


No group in our honest midst was more excited about the cele- 
brated Hatch 





Act than 
these para- 
sites, because 
it threatened, 
for a short 
while, to cur- 
tail the pe- 
riodical redis- 
tribution of 
wealth which 
occurs when 
they shake the 
Fat Cats down. 
It is looked 
upon as good 
clean fun. The 
Fat Cats have 
the money, the 
parasites want some of it. The 
question of just how much the 
millions spent in campaigns af- 
fects the outcome, has long. been 
and will continue to be debatable 
but it would certainly upset our 
economy and probably bring on a 
depression of no mean proportions 





Carlisle Bargerop 





were the spending to be cut out. 
The business of shaking down the 





Fat Cats is of a size not to be 
sneezed at and it engages the 
energies of and gives employment 
to thousands of men. 

Old Gene Talmadge, down in 
Georgia, used to have a merry 
time tormenting the opposition 
county leaders whom he knew had 
got a lot of money for use in the 
campaign and who wanted to hang 
on to it. Addressing a rural au- 
dience he would point to the op- 
position leader and exhort: 

“There’s old Jim over there. 
The power company has sent him 


plenty of money to defeat me 
with. Make him give you your 
share.” 


The most delightful phase of a 
campaign comes when it has about 
two weeks to go. Then the local 
leaders begin creating crises for 
the purpose of getting one more 
haul out of the mony bag. 

“My country was all lined up,” 
they will report. “But something 
has gone wrong. Ill need $50,- 





(Continued on page 1444) 
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“The Best Way” 


“It was decided to give the benefit to our cus- 
tomers rather than to our stockholders or to our 
employees, because we feel that the time is here to 
recognize customers as an integral part of a busi- 
ness. Our present wage-price-profit mechanism is 
out of date with the America of today. 

“All industry today finds itself in the same situ- 
ation. Buying power and demand is still good. Sales 
volume is high and there is also a high level of 


earnings. 


Like other companies, we have done 


something for our stockholders. The annual divi- 
dend rate was recently increased from $3 to $4, and 
we have also done plenty for our employees. Now 
we must try to be equitable in our treatment of the 
third group—our customers. 

“High prices and higher prices is the thing that 
gets you caught in a vicious circle. High prices 
permit high earnings which stimulate excessive 
wage demands. Our labor troubles may be worsened 
if high prices and high earnings continue. 


“After a company has fulfilled the reasonable 
expectations of stockholders and employees, I be- 
lieve the customer is entitled to consideration. In 
my opinion, the best way to distribute industry 
gains is by giving it to consumers.” 


Fowler 


McCormick, Chairman, 


International 


Harvester Company, announcing a reduction in 
prices of his company’s products. 


It is, of course, not only the “best way,” but is 
the way dictated by natural law in a system of free 
enterprise and full competition, That is why the 
consumer (which is everybody) fares best under 


that system. 








Supreme Court Upholds Government in Lewis 


Goal Strike Case 


Finds Norris-LaGuardia Act does not divest Federal courts of 
power to issue injunctions when Government is the employer. 
Refers to a rule of law that divesting pre-existing rights or privi- 
leges will not be applied to the sovereign without expressed words 
to that effect, and cites debate in House as indicating Government 
was not to be brought within scope of Act. Says mine workers’ 
agreement was solely between Government and the union, and 
mine operators were not involved. Lewis fine upheld but levy on 
union cut to $700,000 provided organization accedes within five 
days to maintaining wage agreement in effect. 
On March 6, Chief Justice Fred M, Vinson unexpectedly delivered 
the decision of a majority (7 to 2) of the Supreme Court upholding 


the Govern-® 


ment’s case 
against John 
L. Lewis and 
the United 
Mine Work- 
ers. The two 
dissenting 
judges were 
Murphy and 
Rutledge. 
Lewis and his 
Union had 
been judged 
in contempt 
for refusing to 
obey an in- 
junction and 
restraining or- 
der of Judge 
T. Allan Goldsborough of the 
United States District Court in the 
District of Columbia on Nov. 18, 
1946. The court had ordered 
Lewis to withdraw his notice of 
contract termination with the Gov- 
ernment and order the miners to 
return to work. Lewis ignored the 
injunction, with the result that 
contempt proceedings were insti- 
tuted and a subsequent fine of 
10,000 was levied on Lewis per- 
sonally and the union was fined 
$3,500,000. Lewis and his attor- 
neys then appealed directly to the 
United States Supreme Court. 


No Violation of Norris- 
LaGuardia Act 

In the majority opinion of the 
Court, read by the Chief Justice, 
Fred M. Vinson answered the con- 
tention of the Mine Workers Un- 
ion that the injunction was in vio- 
lation of the Clayton and Norris- 
LaGuardia Act in the following 
language :— 

“Defendants’ first and principal 





Fred M. Vinson 











contemption is that the restrain- 
ing order and preliminary injunc- 
tion were issued in violation of 
the Clayton and Norris-LaGuardia 
acts. We have come to a contrary 
decision, 


“It is true that Congress decreed 
in Article 20 of the Clayton act 
that ‘no such restraining order or 
injunction shall prohibit any per- 
son or persons... from recom- 
mending, advising, or persuading 
others’... . to strike. But by the 
act itself this provision was made 
applicable only to cases ‘between 
an employer and employees, or 
between employers and employ- 
ees, or between employees, or be- 
tween persons employed and per- 
sons seeking employment.’ ney 
For reasons which will be ex- 
plained at greater length in dis- 
cussing the applicability of the 
Norris-LaGuardia act, we cannot 
construe the general term ‘em- 
ployer’ to include the United 
States, where there is no express 
reference to the United States and 
no evident affirmative grounds 
for believing that Congress in- 
tended to withhold an otherwise 
available remedy from the gov- 
ernment as well as from a speci- 
fied class of private persons. 

“Moreover, it seems never to 
have been suggested that the pro- 
scription on injunctions found in 
the Clayton act is in any respect 
broader than that in the Norris- 
LaGuardia act. Defendants do not 
suggest in their argument that it 
is. This court, on the contrary, 
has stated that the Norris-La- 
Guardia act ‘still further . .. (nar- 
rowed) the circumstances under 
which the Federal courts could 
grant injunctions in labor dis- 


putes.’ Consequently, we would 
feel justified in this case to con- 
sider the application of the Norris- 
LaGuardia act alone. If it does 
not apply, "neither does the less 
comprehensive proscription of the 
Claytor. act; if it does, defendants’ 
reliance on the Clayton act is un- 
necessary. 

“By the Norris-LaGuardia act, 
Congress divested the Federal 
courts of jurisdiction to issue in- 
junctions in a specified class of 
cases. It would probably be con- 
ceded that the characteristics of 
the present case would be such as 
to bring it within that class if the 
basic dispute had remained one 
between defendants and a private 
employer, and the latter had been 
the plaintiff below. So much seems 
to be found in the express terms 
of Articles 4 and 13 of the act, set 
out in the margin. The specifica- 
tion in Article 13 are in general 
terms and make no express excep- 
tion for the United States. From 
these premises, defendants argue 
that the restraining order and in- 
junction were forbidden by the act 
and were wrongfully issued. 


A Rule of Law 


“Even if our examination of the 
act stopped here, we could hardly 
assent to this conclusion. There 
is an old and-well known rule that 
statutes which in general terms 
divest pre-existing rights or priv- 
ileges will not be aplied to the 
sovereign without express words 
to that effect. It has been stated, 
in cases in which there were ex- 
traneous and affirmative reasons 
for believing that the sovereign 
should also be deemed subject to 
a restrictive statute, that this rule 
was a rule of construction only, 
Though that may be true, the rule 
has been invoked successfully in 
cases so closely similar to the 
present one, and the statement of 
the rule in those cases has been so 
explicit, that we are inclined to 
give it much weight here. Con- 
gress was not ignorant of the 
rule which those cases reiterated; 
and, with knowledge of that rule, 
Congress would not, in writing 
the Norris-LaGuardia act, omit to 
use ‘clear and specific (language) 
to that effect’ if it actually intend- 
ed to reach the government in all 
cases, 


Scope of Norris-La Guardia Act 


“But we need not place entire 
reliance in this. exclusionary 
rule. Section 2, which declared 
the public policy of the United 
States as a guide to the act’s in- 
terpretation, carries indications as 
to the scope of the act. It predi- 
cates the purpose of the act on 
the the contrast between the po- 
sition of the ‘individual unorgan- 
ized worker’ and that of the ‘own- 
ers of property’ who have been 
permitted to ‘organize in the cor- 
porate and other forms of owner- 
ship association,’ and on the con- 
sequent helplessness of the work- 
er ‘to exercise actual liberty of 
contract ... and thereby to ob- 
tain acceptable terms and ¢éondi- 
tions of employment.’ The purpose 
of the act is said to be to con- 
tribute to the worker’s ‘full free- 
dom of association, self-organiza- 
tion, and designation of represen- 
tatives of his own choosing, to 
negotiate the terms and condi- 
tions of his employment, and that 
he shall be free from the inter- 
ference, restraint or coercion of 
employers of labor or their agents, 
in the designation of such repre- 
sentatives .. . for the purpose of 
collective bargaining.’ . . . There 
considerations, on their face, ob- 
viously do not apply to the gov- 
ernment as an employer or to re- 
lations between the government 
and its employees. 


“If. we examine Articles 4 and 
13, on which defendants rely, we 
note that they do not purport to 
strip completely from the Fed- 
eral courts all their pre-existing 
powers to issue injunctions, that 
they withdraw this power only in 
a specified type of case, and that 
this type is a case ‘involving or 





growie out of any labor disoute’ 
(Continued on page 1432) 


730,168,000 to $645,626,000.” 


Decline in Resources and Deposits cf 


—— 


State Bank Shown at Year-End 


Deposits, resources and net profits declined in 1946 in the com- 
mercial banks and trust companies chartered by New York State, re- 
versing trends that had lasted for nearly a decade, according to 
year-end figures made public on Feb. 27 by Elliott V. Bell, Super- 
intendent of Banks. A strongly rising tendency was noted, however. 
he added, especially since June 30, in loans to private borrowers. 


except loans 
on securii es. 
The Bankirg 
Department 
rervorfs that 
“Treasury fi- 
nancinz oper- 
and 
yclic’cs were 
he main fac- 

tors in a ae- 
cline of almost 
34.000,000,000 

in deposits 
ind resources 

of these barks, 

which. at the 
ond of the 
‘'vear stood at 
$18.335,060,000 and $20,266,000,000, 
respectively. In the year, with- 
drawals from war loan deposits to 
redeem Treasury obligations re- 
duced such deposits from $5,223,- 
000,000 to only $458,000,000, while 
holdings of. government securities 
declined from $13,485,000,000 to 
$10,134,000,000, and loans on gov- 
ernment securities fell from ta 
e 


Zt. O78 § 


Elliott V. Bell 


advices went on to say: 

“The expansion in deposits of 
individuals, partnerships and cor- 
vorations in these banks, however, 
continued in 1946, with the totai 
rising $1,178,0€0,000 to a new high 
point. of $14,090,000,000. Of this 
amount, $12,062,000,000 represent- 
ed demand and $2,028,000,000 rep- 
resented time deposits. There was 
a considerable slackening in the 
rate of growth in these private 
demand and time deposits in the 
last half of 1946.” 

Mr. Bell said that the most im- 
oressive evidence of the transitior 
to normal’ peacetime banking 
operations was found in the loan 
portfolios. These, he stated, re- 
flected rising trends in the post- 
war period, and especially in the 
latter half of 1946, in commercial, 
real estate and consumer loans 
The largest increase was in com- 
mercial and industrial loans, which 
rose by. $399,000,000 in the last 
half of 1945, by $176.000,000 in the 
next six months, and by an addi- 
tional $651,000,000 by the end of 
1946. This expansion, it is pointed 
out,. raised the total of business 
loans to $2,858,000,000 on Dec. 31, 
1946, an increase of 75% for the 
18 months ended on that date. The 
announcement from the Depart- 
ment added: 


“In the same period real estate 
loans rose by 46% to $326,000,000 
consumer installment loans were 
up 175% to $81,000,000, and single 
payment consumer loans increased 
30% to $315,000,000. The foregoing 
figures include veterans’ loans 
guaranteed or insured pursuant to 
the -Servicemen’s Readjustment 
Act. Such loans increased from 
$345,000 on June 30, 1945, to $38,- 
797,000 on Dec, 31, 1946. 

“Following seven _ successive 
yearly rises, net profits of the 
commercial banks, before taxes or 
net income, declined from the 
high point of $224,516,000 in 1945 
to $181,792,000 in 1946. The de- 
cline was largely the result of a 
reduction of $32,461,000, or more 
than 50%, in net profits and re- 
coveries on securities. An increase 
of $20,000,000, or 21%, in pay-roll 
costs in 1946 was the chief factor 
in a reduction of $6,758,000 to a 
total of $154,915,000 in net cur- 
rent operating earnings. Increases 





had been reported in the seven 


/ preceding years in these earnings.” 


Condensed earnings figures of 


<®. 











the New York State banks and 
trust companies for 1946 and the 
previous year were as follows: 


1946 
$ 


1945 


Curr. oper. earns. 
Curr oper. expense 
Net current operat- 
ing earnings . 154,915,000 161,673,000 
Net other income__ 26,877,000 62,943.00; 
Profit bef. inc. taxes 1€'1,792,000 224,616, 00; 
Taxes on net inc.__ 52,824,000 60,015.00; 
Net profit —_- ~~ 128,968,000 164,601,000 
Int. and dividends 
on debents., pfd. 
stock, etc .__- 


208,446,000 182,386,00; 


; 1,255,000 1,790,000 

Divs. on com. stk. 53,504,000 49,666,000 
Net profits after 
in. and divs. on 
a TERN Spi 


73,809,000 113,145,000 


According to Mr. Bell’s report, 
banks all over the State showed 
larger income from loans. In the 
case of income from interest on 
Government. securities, however, 
the showing was not uniform, for 
the New York City banks \had a 
decline and the institutions\ else- 
where reported an increase in this 
item. The change in interest in- 
come on Governments, the report 
noted, corresponded fairly closely 
to the change in net current earn- 
ings for the two groups of institu- 
tions. Net current earnings of the 
New York City banks declined 
$9,697,000, or 7%, and those of the 
banks elsewhere rose $2,939,000, 
or 16%. The earning power of the 
New York City. banks, as meas- 
ured by the ratio of net earnings 
to average total assets, remained 
practicaliy unchanged at 0.7%, 
while that of the banks elsewhere 
in. the State increased from .62% 
to 68%. From the Department’s 
advices we also quote: 

“The major increase in earnings 
in 1946 was in income from inter- 
est on loans, which rose by $19,- 
000,000, or almost one-fourth, re- 
flecting the rapid expansion of 
business, real estate and’ consumer 
loans. There were increases also 
in the average rates of-return on 
loans from 1.55% to 1.88% in New 
York City and from. 3.74% to 
3.87% elsewhere. The average 
rates of return on Government 
securities, in and outside New 
York City, rose from 1.25% to 
1.35%, and from 1.47% to 1.59%, 
respectively. The proportion of 
earnings derived from. interest on 
Government. securities decreased 
in both groups of banks, falling 
from 50 to 45% in, and from 50 to 
487% outside, New York City. In- 
terest on loans increased from 23 
to 27% of gross earnings in New 
York City, and from 29 to 33% 
elsewhere. 

“Taxes on net income absorbed 
$52,824,000 on net profits in 1946, 


or $7,191,000 less than in 1945. 


“Capital accounts of the 262 
eommercial banks were increased 
in 1946 by $74,117,000 to $1,721,- 
783,000, the highest figure on rec- 
ord, ascribable to the retention of 
$73,809,000 of net profits and to 
net increases in capital through 
sales of new stock, etc. Mainly 
because of the reductions in, total 
deposits, the ratios of capital to 
deposits rose in 1946 from 7.52 to 
9.72% in New York City and from 
6.88 to 7.63% elsewhere. . 

“Disbursements on capital in 
the form of dividends or interest 
totaled $55,159,000 in 1946, or $3,- 
702,000 more than in 1945. Divi- 
dends on common stock were paid 
or declared in 1946 by 219, or 
84%, of the commercial banks in 
operation at the end of the year. 





Six banks resumed dividend pay>- 
ments.” ; 


‘ $ 
- 363,361,000 344,059, 000 
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Britain’s New Deal . 
Also Backfires 


LONDON, 25th February, 1947. 


What a Godsend this appalling weather is to the 
Socialist planners! The Government are making the 
very best of this to cover their shortsightedness. The 
full responsibility for the present crisis is that of the 
Socialist Government; they are not planners, they are 
just muddlers. In the past private enterprise has always 
organised itself to meet such eventualities as a -bad 
winter, they would accumulate stocks which would 
carry them over anything from five to ten weeks. We 
have had bad winters in the past, but we have never 
had such a breakdown in our industrial activity due 
to bad weather as we have on this occasion. What ‘is 
happening now is a good example of what nationalisa- 
tion will mean. It is just terrifying to think what the 
situation will be when they have nationalised electric- 
ity and gas, steel and transport. I hope our experience 
will be taken to heart by the workers of the U. S. A. 
Nationalisation is a snare and delusion and can never 
work in a highly organised society—Ezxcerpt from a 
recent letter received from a British correspondent 


(A Keynesian Liberal). 
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Class | RR. Gross Earnings Up $44,693,359 
in January—Net Declined Over $4,880,000 


The Class I railroads of the United States in January, 1947, ex- 
cept the Missouri & Arkansas RR., representing a total of 227,313 
miles, had an estimated net income, after interest and rentals, of 
$29,000,000, compared with $33,887,227 in January, 1946, according 
to reports filed by the carriers with the Bureau of Railway Economics 
of the Association of American Railroads and made public today. 


Class I railroads in January, 1947,® 
had a net railway operating in-, with $19,926,295 
| period in 1946. 


come, before interest and rentals, 
of $57,732,041 compared with a | 


} 


net railway operating income of I railroads in the Eastern District 


$66,681,905 in January, 1946. The 
Association further reported as 
follows: 

For the 12 months ended Jan. 
31, 1947, the rate of return on 
property investment after depre- 
ciation averaged 2.68% compared 
with a rate of return of 3.72% for 
the 12 months ended Jan. 31, 1946. 

The earnings reported above as 
net railway operating income, 
represent the amount left after 
the payment of operating ex- 
penses and taxes, but before in- 
terest, rentals and other fixed 
charges are paid. Property invest- 
ment is the value of road and 





equipment as shown by the books | of $9,956,588 compared with $11,- 
of the railways including mater- | 053,202 in the same period in 1946. 


ials, supplies, and cash. | 
Total operating revenues in) 


January, 1947, amounted to $685,- | in January totaled $99,723,744, an 


534,027 compared with $640,840,- 
668 in the same month of 1946, an | 
increase of 7%. Operating ex- 
penses in January amounted to 
$538,948,218 compared with $495,- | 
$85,440 in January, 1946, an in- 
crease of 8.7%. 


Thirty-nine Class I railroads 
failed to earn interest and rentals | 
in January, 1947, of which 18 were | 
in the Eastern District, five in| 


the Southern Region, and 16 in 
the Western District. 


Eastern District 
Class I railroads in the Eastern 


compared with $17,242,235 in the 


est and rentals, of $8,600,000 com- | 
Pared with $10,589,227 in the same | 


month of 1946. 


income, before interest 


CLASS I RAILROADS—UNITED STATES 


Month of January— 
Total Operating revenues 


SS ee a ce ee ee a ee a ee ee 


Total operating expenses._.___.-..-----__-___--_._._... 
Operating ratio—percent.____-..-...-....__________.. 


Taxes 


| 554,883, a decrease of 0.1% com- 
Those same roads in January, | pared with the same period in 
1947, had a net railway operating | 1946, 
and | totaled 
rentals of $22,467,888 compared of 5.9% below 1946. 


eo a ee = 


Net railway operating income (before chargés)____ 
Net income, after charges (estimated)__._._______________ 





District j | of $25.307.565 compared with $35,- 
ct in January, 1947, had an | 99°48 in the same period of 1946. 


estimated net income, after inter- | 


in the same 


Operating revenues of the Class 


in January totaled $316,255,400, 
an increase of 12.6% compared 
with the same period of 1946 
while operating expenses totaled 
$254,353,797, an increase of 9.5% 
below 1946. 


Southern Region 


Class I railroads in the South- 
ern Region in January, 1947, had 
an estimated net income, after 
interest and rentals of $6,400,000 
compared with $6,055,765 in the 
same period of 1946. 

Those same roads in January 
had a net railway operating in- 
come, before interest and rentals, 


Operating revenues of the Class 
I railroads in the Southern Region 


increase of 10.8% compared with 
the same period of 1946, while 
operating expenses totaled $77,- 
253,414, an increase of ‘13.8% be- 
low 1946. 


Western District 

Class I railroads in the Western 
District in January, 1947 had an 
estimated net income, after in- 
terest and rentals of $14,000,000 


same period of 1946. 

Those same roads in January 
had a net railway operating in- 
come, before interest and rentals, 


Operating revenues of Class I 
railroads in the Western District 


in January, 1947, totaled $269,- 


and operating expenses 


Pres. Truman Urges | 


End of Draft Law 


In a message to Congress on 
March 3, .President Prana pro- 
posed that the Selective Service 
and Training Act be permitted to 
expire on March 31, 1947, and ad- 
vised the legislators that drafted 
men now are being discharged in 
numbers sufficient to reduce the 
Army to its projected strength of 
1,070,000 by July 1. However, the! 
President told Congress, according 
to an Associated Press dispatch 
from Washington, that if the Army 
could not be kept at that strength 
and the Navy at its authorized 
strength of 571,000 through volun- 
tary enlistments, then the War 
and Navy Depar:ments at a later 
date would request renactment of 
a draft law. 


The President’s message _ re- 
quested that the services be auth- 
orized to hire, from funds already 
appropriated, the necessary civil- 
ian help to offset any shortage of 
enlisted men if strength falls be- 
low the required levels. 


An announcement by the War 
Department said that all com- 
manders in this country and over- 
seas had been ordered to start the 
release of eligible men. From the 
Associated Press advices we also 
quote: 


The Department’s schedule 
calls for the discharge of all 
eligible men in the United 
States by May 15. 


Overseas commanders were 
given an additional month and 
a half to make the release be- 
cause of shipping and other 
problems. They must, however, 
return eligible men to this coun- 
try for completion of terminal 
leave and discharge not later 
than June 30. 


Exceptions will be made in 
cases of men awaiting trial or 
held as a result of trial; those 
held on certificates of disability; 
or those who voluntarily submit 
to further medical care. They 
may be retained beyond the 
deadlines set for others. 

Last spring, Congress extend- 
ed the draft law until March 31 
of this year and raised pay 
scales of enlisted men. The idea 
then was to see whether the 
armed services could get all the 
men they needed as volunteers. 

The White House decision that 
the law need not be extended is 
a short-term one, so far as gen- 
eral future military manpower 
policy is concerned. 

President Truman has repeat- 
edly said that he wants some 
form of universal training law 
enacted eventually. He now has 
a commission of educators and 
public leaders studying the 
question of what system would 
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A major decision far-reaching 
people came suddenly 
week when the United 
upheld the ruling of the 


in its effect upon the American 


and quite unexpectedly on Thursday of last 
+ tar i ae Court in a 7 to 2 decision 
ederal District Cour ins 

and his United Mineworkers Union. vere adiniend alae an 


contempt by the lower court for their ; 
coal strike as so ordered by Judg. r failure to halt last fall’s soft 


They were adjudged guilty of 





T. Alan Goldsborough. 
_ The court upheld the $10,000. 
fine against John L. Lewis, but| 
reduced from $3,500,000 to $700.,- | 
the stipulation that unless the) 
union complies with the court! 
order against breaking off its 
contract with the government the 
original amount of the fine shall | 
be reimposed. 

Chief Justice Vinson, com-| 
menting upon John L. Lewis’ atti- | 
tude toward the court order said | 
that Lewis “was the agress.ve| 
leader in the studied and delibe- | 
rate noncompliance” of the district 
court’s order and that a majority 
of the court felt “that the course 
taken by the union carried with it 
such a serious threat to orderly 
constitutional government, and to 
the economic and social welfare 
of the nation, that a fine of sub- 
stantial size is required in order 
to emphasize the gravity of the| 
offense of which the union was) 
found guilty.” 

Speaking of our system of gov- 
ernment and the rights and privi- 
leges we enjoy as citizens under 
it, Chief Justice Vinson spoke as 
follows: 

“The gains, social and economic, 
which the miners and other citi- 
zens have realized in the past, are 





ultimately due to the fact they 
enjoy the rights of free men un- 
der our system of government. 

“Upon the maintenance of that 
system,” the Chief Justice added, 
“depends all future progress to 
which they may justly aspire. In 
our complex society there is a 
great variety of limited loyalties, 
but the overriding loyalty of all 
‘s to our country and to the insti- 
tutions under which a particular 
interest may be pursued.” 

On Monday of the present week 
the United States Supreme Court 
handed down its ruling on the 
question of whether foremen are, 
or are not “employees” for pur- 
poses of collective bargaining un- 
der the Wagner Labor Relations 
Act. 

On an appeal of the Packard 
Motor Company from a decision 
of the National Labor Relations 
Board the Supreme Court by a 
5 to 4 vote upheld the Board. Jus- 
tice Robert H. Jackson wrote the 
majority opinion in the case and 
stated: “The point that these fore- 
men are employees, both in the 
most technical sense at common 





be best for this country. This 
group is expected to report in 
two or three months, and Mr. 
Truman has said he will send 


Congress detailed recommenda- 
tions for a training law. 

Presumably, this means the 
dismantling of 6,442 local draft 
boards, which inducted more 
than 10,000,000 young men into 
the service. The Selective Ser- 
vice system now has on its pay- 
roll 7,641 full-time and 1,457 
part-time employees. 

Unpaid local board members 
and volunteer helpers number 





$207,341,007, an increase 
1947 1946 

$685,534,027  $640,840,668 

538,948,218 495,885,440 

78.62 77.38 

75,983,554 67,593,598 

eames 57,732,041 66,681,905 

29,600,000 33,887,227 


164,468, a Selective Service 
spokesmen said. They have been 
largely inactive since draft calls 
were suspended. 

Selective Service said it had 
no figures on the number of 
non-volunteers still in the Army 
who will be released under Mr. 
Truman’s announcement that 
the War Department soon will 


law as well as in common accept- 
ance of the term, is too obvious 
to be labored.” 





Total industrial production last 
week held close to the very high 
levels attained in recent weeks, 
| though shortages of. raw materials 
and inadequate shipping facilities 
caused output to dec:ine modestly 
in some industries. 

In the steel industry production 
remained unchanged from that of 
a week ago when a new postwar 
high was reached. Due to the 
critical shortage of p:g iron, foun- 
dries in many localities found 


temporarily. 
short supply of pig iron, steel 
scrap shortages also continued to 
be an obstacle to greater output. 

Automotive production last week 
exceeded 100,000 units for the 
third consecutive reriod with out- 


tive Reports at 104,437 units. This 
compared with a record postwar 
high of 105,175 units in the pre- 
ceding week. 

In the corresponding week lest 
year, 23,050 units were built @s 





order the discharge of all non- 
volunteers. . 


compared with 125,915 in the 194i 
period. Last week’s total included 


necessary to suspend operations | 
In addition to the | $23.61. 


put estimated by Ward’s Automo- | 


| 70,457 cars and 28,700 trucks iiade 


in U.S. plants and 3,455 and 1,825, 
respectively, in Canada. 
Estimates for February produc< 


000 the fine against the union with | tion have been moved up to 399,- 


082 units, comprising 263,959 cars 
and 114,460 trucks in the U. S. and 
13,498 cars and 7,165 trucks in 
Canada. 

Ward’s revised forecast for 
March is 304,475 cars and 124,650 
trucks for the U. S. and 14,500 
cars and 8,200 trucks for Canada, 
making a total of 451,825 cars and 
trucks for both countries. 

In the week ended February 22, 
total continued ciaims for unem—- 
ployment compensation rose near= 
ly 7% due largely to the inclusion 
in this week’s total of claims post~ 
poned from the preceding holiday 
week. As for initial claims, they 
advanced less than 1%. 

Despite freezing weather and 
snow in some sections of the coun— 
try, total retail volume increased 
slightly in the week and was @ 
tritle above that of the similar 
week a year ago. Consumef de- 
mand for durable goods remained 
at the high levels of previoug 
weeks. Interest in Spring apparel 
rose moderately with many re=- 
quests for cosmetics and costume 
jewelry reported. Food volume 
fell slightly as consumers con- 
tinued to resist the high prices of 
some foodstuffs. 

Wholesale volume displayed a 
modest rise and ended the weelt 
somewhat above that of the cor- 
responding 1946 week. New order 
volume in most wholesale centers 
was light as buyers continued te 
press for immediate delivery. 
Shipments of many electrical ap=- 
pliances, however, improved no- 
ticeably. 


Steel Industry— Further in- 
creases in basic metals last week 
featured nonferrous metals, iron 
and steel scrap and pig iron and 
definitely pointed up an inflation- 
ary period which was outshadow- 
ed only by temporary periods dur 
ing and shortly after World War 
I, according to the “Iron Age,” 
national metalworking paper, im 
its summary of the steel trade. 

Pig iron prices the past week 
were raised as much as $2.50, $3.00 
and $4.00 a ton depending on the 
grade and the producer. Some 
makers advanced the price $3.00 
a ton on all grades, others raised 
quotations $2.50 a ton on some 
types and $3.00 on others, while 
at least one pig iron producer ad= 
vanced his prices $4.00 a ton, the 
magazine states. 

The Iron Age pig iron composite 
| price last week moved from 
| $30.15 a gross ton to $32.23 a gross 
ton un $2.08 a ton. A further ad- 
| vance in the composite is expected 
'this week after other makers take 
‘price action. In 1920 the “Iron Age,” 
pig iron composite averaged $42.76 

a gross ton with a peak of $47.83 
'a ton reached in July of that year. 
In 1939 the composite was $21.19 
a ton and during the war years 








it | when controls were in effect the 


/average price of pig iron was 


The iron and steel scrap market 
situation a week ago was in its 
most chaotic state in steelmaking 
|history. Buyers and sellers alike 
appeared to have lost their per- 
spective and were openly admit- 
ting that serap prices were en- 
'tirely out of control. According to 
authoritative sources within the 
steel industry itself it is now. 
Drivatelv admitted that the bitter 
competition for material at some 
distance from the steel mills has 
contributed primarily to the snow~- 

(Continued cn page 1435) 
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of government regulation. 
The President evidently was 
in no doubt of the meaning 
of all this—even before the 
voting—and lost no time in 
dismantling the elaborate 
control mechanism which had 
given rise to such righteous 
wrath. The story is somewhat 
the same as respects the atti- 
tude of the Federal Govern- 
ment toward labor disputes 
which had so cursed the na- 
tion in 1946. Possibly the 
changes ‘in administrative 
policy and attitudes have not 
been as dramatic as was the 
case with rationing and price 
controls, but they have been 
fairly substantial. 


The proclamation declaring 
hostilities to be formally at 
an end is another case in 
point. Along with that proc- 
lamation went a number of 
other irritating governmental 
activities. The President has 
taken the initiative in putting 
an end to compulsory military 
Service, which without ques- 
tion had grown less and less 
popular as time passed. Simi- 
larly also with a number of 
other enactments which be- 
stow upon the President 
powers which can not be re- 
conciled with peacetime re- 
quirements. In many of these 
matters, of course, the Presi- 
dent was in a position to lead 
the way. In some instances he 
took action before Congress 
convened. In others he could 
deal with situations over- 
night by simple executive 
action. He has gained im- 
measurably in the esteem of 
the rank and file by making 
good use of his position—and 
by the failure of the leaders 
of the opposing party to make 
clear and unmistakable what 
their policies or programs 
were or are, or perhaps, more 
accurately, by reason of the 
fact that they have let the 
impression gain currency that 
they do not have any policy. 


Opportunity Not.Lacking 


The Republican party has 
not been in want of opportu- 
nity to take the leadership 
from the President, or at the 
very least to compete with 
him for it. It would be foolish 
to suppose that the President 
has fully abandoned the New 
Deal “ideology” and all its 
works. Not only has he not 
done so, but, on the contrary, 
is very positively and even 
aggressively clinging to some 
of its very essence. And, with 
deep regret be it said, the op- 
position has not had the cour- 
age or good sense to challenge 
him. The most noteworthy in- 
stance of this obduracy on the 
part of the President and this 
weakness on the part of his 
opponents, is found in the 
current dispute about the 
budget. Here is the President 
proposing expenditures next 
year of amounts never heard 
of in this country in peace- 
time— indeed several times as 


large as ever dreamed of in 
the most profligate of the 
New Deal years. Here is the 
leader, presumably of an ele- 
ment in the Democratic party 
which believes in a return to 
real American traditions, sug- 
gesting a rate of expenditures 
which not even the most rabid 
of the spenders had expected. 


Budget Timidity 


And what do we find the 
opposition doing? Well, in 
preliminary discussions this 
party of Calvin Coolidge tim- 
idly suggested taking some $6 
billion from the President’s 
budget, and it could not resist 
the pressure groups which de- 
scended upon them as a result 
of this weak suggestion. The 
matter is still in dispute with- 
in the Republican ranks, but 
the man in the street is quite 
excusable in cynically sus- 
pecting, on the present show- 
ing, that when the dust of 
battle has settled he will find 
that the President has every 
cent that he has ever expected 
or wanted from Congress, and 
quite possibly more—maybe 
even as much as he has asked, 
one suspects, with his tongue 
in his cheek! 


But the budget is but one 
example. There are many 
others. Take the so-called re- 
ciprocal trade treaties pro- 
gram. As with the Adminis- 
tration which preceded it, the 
Truman regime is making 
considerable political capital 
out of this program, certainly 
very much more than should 
be accorded any such lame 
and impotent action. The op- 
position is making a bad mat- 
ter much worse by opposing 
it, not on the grounds that its 
accomplishments are hardly 
more than a snare and delu- 
sion, but in such a manner as 
to suggest that what is really 
wanted is not even this micro- 
scopic relief from tariff bar- 
riers. The way to oppose this 
program of tariff manage- 
ment—which in our judgment 
should be opposed—is, of 
course, to bring in a tariff 
measure to supersede it 
which would really make an 
important beginning at least 
in leading the world to a new 
footing of international trade! 
It is obvious.enough, unfortu- 
nately, that the Republican 
party has no notion of doing 
anything of the sort. 


A Labor Policy 


The Republican attitude 
toward agriculture and labor 
unionism— if one may guess 
what the party’s attitude 
really is—is more or less in- 
distinguishable from that of 
the President. The President 
has caught the public eye, 
and, apparently, public favor 
in dealing with Mr. Lewis and 
his miners. Criticism which 
was justly leveled at the Ad- 
ministration for having gov- 
ernment undertake by devi- 





ous means to manage or con- 





trol such matters, has now 
been rather effectively met 
by action which ends the 
power of government to do so 
a few months hence. But the 
whole matter of formulating 
a basic labor policy, as well 
as an agricultural policy, re- 
mains unattended to. But 
what has the opposition done? 
Nothing of course. 

Do-nothingism in Congress 
is again bleeding the Repub- 
lican party white. 


Dec. Hourly Earnings 
Top Wartime Highs, 
Says Conference Bd. 


Average hourly earnings. in 
December, 1946 were the highest 
ever recorded in the survey of 
earnings of production workers in 
25 manufacturing industries con- 
ducted monthly by the National 
Industrial Conference Board. In 
the last month of 1946, said the 
Board on Feb. 21, average hourly 
earnings ($1.247) were 12.2% 
above the war-time high of June, 
1945 ($1.111). The December, 
1946 figure for average hourly 
earnings also represented a new 
high for the eleventh consecutive 
month in the series, the Board 
noted, and it added: 

“Actual Weekly Earnings — 
Actual weekly earnings (Decem- 
ber, 1946 average: $50.54) were 
only 0.9% below the peak in the 
series reached in March, 1945. 
December weekly earnings were 
16.0% greater than the average 
for February, 1946, when weekly 
earnings dipped to their lowest 
point in recent years. 


“Real Weekly Earnings — Real 
weekly earnings (actual weekly 
earnings adjusted for changes in 
the consumers’ price index in 


terms of 1923 dollars)’ showed a 
steady decline in every month 
from October to December, 1946. 
The December, 1946 level of 
154.5 (1923 as 100) was 15.0% be- 
low the peak of March, 1945. Real 
weekly earnings in December, 
1946 were 15.6% above those of 
January, 1941 and 26.5% above 
those of August, 1939. 

Employment, man hours, and 
payrolls all rose in each month 
of the last quarter of 1946. Dur- 
ing October and December, the 
work week lengthened. Wage- 
rate increases reported to The 
Conference Board, for the 25 in- 
dustries, amounted to 0.2% or less 
in each of the last three months 
of 1946. 


Working Hours—Working hours 
showed a sharp rise from Sep- 
tember to December. The Decem- 
ber, 1946 average was 40.6 hours 
or 15% (0.6 hour) more than in 
September. Compared to the war- 
time peak in working hours 
reached in January, 1945 (46.2) 
hours), the December average is 
5.6 hours or 12.1% below this 
level. 


Employment—More workers 
were employed in December in 
the 25 industries than during any 
month since June, 1945. Except in 
February, when it was lowered 
by strikes, employment rose each 
month in 1946, and at the end of 
the year was 19.1% greater than 
at the end of 1945. 

Payrolls — Payrolls were also 
increased in each of the last three 
months of 1946, and by December 
were 31.7% larger than December, 
1945. Payrolls at the end of 1946, 
were more than twice as large as 
during the year 1929. 





Supreme Court Upholds Government in Lewis 
5 Coal Strike Case 


Section 13, in the first instance, 
declares a case to be of this type 
when it ‘involves persons’ or ‘in- 
volves any conflicting or compet- 
ing interests’ in a labor dispute of 
‘persons’ who stand in any one of 
several defined economic relation- 
ships. And ‘persons’ must be in- 
volved on both sides of the case, 
or the conflicting interests of ‘per- 
sons’ on both sides of the dispute. 
The act does not define ‘persons.’ 
In common. usage, that term does 
not include the sovereign, and 
statutes employing it will ordi- 
narily not be construed to do so. 
Congress made express provision 
R. S. Article 1, 1 U. S. C. Article 
1, for the term to extend to part- 
nerships and corporations, and in 
Arctile 13 of the act itself for it 
to extend to associations. The ab- 
sence of any comparable provision 
extending the term of sovereign 
governments implies that Con- 
gress did not desire the term to 
extend to them. 


“Those clauses in Article 13 (A) 
and (B) spelling out the posi- 
tion of ‘persons’ relative to the 
employer -employee relationship 
affirmatively suggests that the 
United States, as an employer, 
was not meant to be included. 
Those clauses require that the 
case involve persons ‘who are en- 
gaged in the same industry, trade, 
craft or occupation,’ who ‘have di- 
rect or indirect interests therein,’ 
who are ‘employees of the same 
employer,’ who are ‘members of 
the same or an affiliated organi- 
zation of employers or employ- 
ees,’ or who stand in some one of 
other specified positions relative 
to a dispute over the employer- 
employee relationship. Every one 
of these qualifications in Article 
13 (A) and (B) we think relates 
to an economic role ordinarily 
filled by a private individual or 
corporation, and not by a sover- 
eign government. None of them 
is at all suggestive of any part 
played by the United States in its 
relations with its own employees. 
We think that Congress’s failure 
to refer to the United States or 
to specify any role which it might 
commonly be thought to fill is 
strong indication that it did not 
intend that the act should apply 
to situations in which United 
States appears as employer. 


“In the type of case to which 
the act applies, Article 7 requires 
certain findings of fact as condi- 
tions precedent to the issuance of 
injunctions even for the limited 
purposes recognized by the act. 
One such required finding is ‘that 
the public offices charged with 
the duty to protect complainant’s 
property are unable or unwilling 
to furnish adequate protection.’ 
Obviously, such finding could 
never be made if the complainant 
were the United States, and Fed- 
eral property were threatened by 
Federal employees, as the respon- 
sibility of protection would then 
rest not only on state offices but 
also on all Federal civil and mili- 
tary forces. If these failed, a Fed- 
eral injunction would be a mean- 
ingless form. This provision, like 
those in Articles 2, 4 and 13, al- 
ready discussed, indicates that the 
act was not intended to affect the 
relations between the United 
States and its employees. .. .” 


Government’s Right to Relief 


“When the House had before it 
a rule for the consideration of the 
bill, Representative Michener, a 
ranking minority member of the 


Judiciary Committee and spokes- 
man for the minority party on the 
Rules Committee, made a general 
statement in the House concern- 
ing the subject matter of the bill 
and advocating its immediate con- 
sideration. In this survey he 





clearly stated that the govern- 


(Continued from page 1430) 


own employees would not be af- 
fected: 

““Be it remembered that this 
bili does not attempt to legislate 
concerning government employ- 
ees. I do not believe that the en- 
actment of this bill into law wil) 
take away from the Federal gov- 
ernment any rights which it has 
under existing law, to seek and 
obtain injunctive relief where the 
same is necessary for the func- 
tioning of the government.’ 

“In a later stages of the debate 
Representative Michener repeat- 
ed this view ‘in the following 
terms: 

“*This deals with labor disputes 
between individuals, not where 
the government is involved. It is 
my notion that under this bill 
the government can function with 
an injunction, if that is necessary 
in order to carry out the purpose 
of the government. I should like 
to see this clarified, but I want 
to go on record as saying that un- 
der my interpretation of this bill 
the Federal government will not 
at any time be prevented from 
applying for an injunction, if one 
is necessary in order that the gov- 
ernment may function.’ 

“Representatives Michener and 
La Guardia were members of the 
Judiciary Committee which re- 
ported and recommended the bill 
to the House. They were the most 
active spokesmen for the commit- 
tee, both in explaining the bill 
and advocating its passage. No 
member of the House who voted 
for the bill challenged their ex- 
planations. At least one other 
member expressed a like under- 
standing. We cannot but believe 
that the House accepted these au- 
thoritative representations as to 
the proper construction of the bill. 
The Senate expressed no contrary 
understanding, and we must con- 
clude that Congress, in passing the 
act, did not intend to withdraw 
the government’s existing rights 
to injunctive relief against its own 
employees. 

“If we were to stop here there 
would be little difficulty in ac- 
cepting the decision of the Dis- 
trict Court upon the scope of the 
act. And the cases in this court 
express consistent views concern- 
ing the types of situations to 
which the act applies. They have 
gone no farther than to follow 
Congressional desires by regard- 
ing as beyond the jurisdiction of 
the district courts the issuance of 
injunctions sought by the United 
States and directed to persons who 
are not employees of the United 
States. None of these cases dealt 
with the narrow segment of the 
employer-employee relationship 
now before us. 


War Labor Disputes Act 


“But regardless of the determi- 
native guidance so offered, de- 
fendants rely upon the opinions of 
several Senators uttered in May, 
1943, while debating the Senate 
version of the war labor-disputes 
act. The debate at that time cen- 
tered around a substitute for the 
bill, S. 796, as originally intro- 
duced. Section 5 of the substitute, 
as amended, provided: ‘The Dis- 
trict Courts of the United States 
and the United States Courts of 
the territories or possessions shall 
have jurisdiction, for cause shown, 
but solely upon application by the 
Attorney General or under his di- 
rection ... to restrain violations 
or threatened violations ‘of this 
act.” Following the rejection of 
other amendments aimed at per- 
mitting a much wider use of in- 
junctions and characterized as 
contrary to the Norris-La Guardia 
act, several Senators were of the 
opinion that Article 5 itself would 
remove some of the protection 
given employees by that act, a 
view contrary to what we have 
just determined to be the scope of 
the act as passed in 1932. Section 
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provisions were contained in the 
Senate bill. 

“We have considered these 
opinions, but cannot accept them 
as authoritative guides to the con- 
struction of the Norris-La Guardia 
act. They were expressed by Sen- 
ators, some of whom were not 
members of the Senate in 1932 
and none of whom was on the 
Senate Judiciary Committee 
which reported the bill. They 
were expressed 11 years after the 
act was passed, and cannot be ac- 
corded even the same weight as if 
made by the same individuals in 
the course of the Norris-La Guar- 
dia debates. Moreover, these opin- 
ions were given by individuals 
striving to write legislation from 
the floor of the Senate and work- 
ing without the benefit of hear- 
ings and committee reports on the 
issues crucial to us here. We fail 
to see how the remarks of these 
Senators in 1943 can serve to 
change the legislative intent of 
Congress expressed in 1932, and 
we accordingly adhere to our con- 
clusion that the Norris-La Guar- 
dia act did not affect the jurisdic- 
tion of the courts to issue injunc- 
tions when sought by the United 
States in a labor dispute with its 
own employees. .. .” 


Mine Workers Are Government 
Employees 


“The defendants contend, how- 
ever, that workers in mines seized 
by the government are not em- 
ployees of the Federal govern- 
ment; that in operating the mines 
thus seized the government is not 
engaged in a sovereign function; 
and that, consequently, the situa- 
tion in this case does not fall 
within the area which we have 
indicated as lying outside the 
scope of the Norris-La Guardia 
act. It is clear, however, that 
workers in the mines seized by 
the government under the author- 
ity of the war labor-disputes act 
stand in an entirely different re- 
lationship to the Federal govern- 
ment with respect to their em- 
ployment from that which existed 
before the seizure was effected. 
That Congress intended such was 
to be the case is apparent both 
from the terms of the statute and 
from the legislative deliberations 
preceding its enactment. Section 
3 of the war-labor disputes act 
calls for the seizure of any plant, 
mine or facility when the Presi- 
dent finds that the operation 
thereof is threatened by strike or 
other labor disturbance and that 
an interruption in production will 
unduly impede the war effort. 
Congress intended that by virtue 
of government seizure a mine 
should become, for purposes of 
production and operation, a gov- 
ernment facility in as complete 
a sense as if the government held 
full title and ownership. Con- 
Sistent with that view, criminal 
penalties were provided for in- 
terference with the operation of 
such facilities. Also included were 
Procedures for adjusting wages 
and conditions of employment of 
the workers in such a manner 
as to avoid interruptions in pro- 
duction. The question with which 
Wwe are confronted is not whether 
the workers in mines under goy- 
ernment seizure are ‘employees’ of 
the Federal government for every 
Purpose which might be conceived, 
but whether, for the purposes of 
this case, the incidents of the re- 
lationship existing between the 
f0vernment and the workers are 

cse of governmental employer 
and employee. 

“Executive Order 9728, in pur- 
Suance of which the government 
Seized possession of the mines, au- 
thorized the Secretary of the In- 
terior to negotiate with the rep- 
resentatives of the miners, and 
thereafter to apply to the National 
Wage Stabilization Board for ap- 
Propriate. changes in. terms and 
conditions of employment -for the 
Period of governmental operation. 
Such negotiations. were under- 
taken and resulted in the Krug- 
Lewis agreement.. That agreement 
contains many basic. departures 
from the earlier contract entered 





into between the mine workers | 
and the private operators on April 
11, 1945, which, except as amend- 
ed and supplemented by the 
Krug-Lewis agreement, was con- 
tinued in effect for the period 
of government possession. Among 
the terms of the Krug-Lewis 
agreement were provisions for a 
new mine-safety code. Operat- 
ing managers were directed to 
provide the mine employees with 
the protection and benefits of 
workingmen’s compensation and 
occupation disease laws. Provi- 
sion was made for a welfare and 
retirement fund and a medical 
and hospital fund. The agreement 
granted substantial wage _ in- 
creases and contained terms re- 
lating to vacations and vacation 
pay. Included were provisions 
calling for changes in equitable 
grievance procedures. 


“It should be observed that the 
Krug-Lewis agreement was one 
solely between the government 
and the union. The private mine 
operators were not parties to the 
contract, nor were they made 
parties to any of its subsequent 
modifications. It should also be 
observed that the provisions re- 
late to matters which normally 
constitute the subject matter of 
collective bargaining between em- 
ployer and employee. Many of 
the provisions incorporated into 
the agreement for the period of 
government operation had there- 
tofore been vigorously opposed by 
the private operators, and have 
not subsequently received their 
approval.” 


Supplemental Funds 
Asked by President 


An additional $145,187,630 in 
appropriations was _ requested 
from Congress by President Tru- 
man on Feb. 28 and, according to 
Associated Press advices from 
Washington, appearing in the New 
York “Times” was split up in the 
following way: 


$50,000,000 to provide tem- 
porary re-use housing for vet- 
erans. 


$87,532,000 for airports and 
air navigation facilities. 


$7,580,630 for the State De- 
partment. 


$75,000 for the rural delivery 
service of the Postoffice, a de- 
ficiency appropriation. 


The press advices added: 


The President also suggested 
that $20,000,000 which he had 
recommended for _ veterans’ 
educational needs in the 1947- 
48 fiscal year be spent this year. 

Under the housing program, 
for which Congress already has 
appropriated $445,627,000, Army 
barracks and other military and 
civilian and other wartime 
structures are converted into 
temporary dwellings. 


The President said that be- 
fore Feb. 1, this year, alloca- 
tions had been made for 158,- 
834 units, but the rising costs of 
building and scarcity of mate- 
rials made it necessary recently 
to suspend 8,357 of these. With 
cut-backs which had been or- 
dered earlier, he added, it now 
appears that Federal funds may 
provide for only about 150,000 
units, or about 25% fewer than 
was planned. 

The recommended additional 
appropriation for airports and 
air navigation facilities would 
include $9,411,000 for salaries 
and expenses of the Civil Aero- 
nautics- Administration, $11,- 
114,000 for establishment of air 
navigation facilities; $1,900,000 
for technical development; 
$107,000 for Washington National 
Airport and $65,000,000 for the 
Federal aid airport program 
during the fiscal year 1948. 

The supplemental appropria- 
tion of $7,580,630 for the State 

_ Department would include. $4,- 
195,347 for United -States par- 
. tieipation in the United Nations. 





fin which to reach a satisfactory 


Steel Operations Again Rise—Inflationary 


states as follows: 


there this week and similar con- 
ditions applied at Chicago, Phila- 
delphia, Cleveland and Youngs- 
town. 

“Despite the increase in the 
so-called local scrap prices dif- 
ferentials still exist between these 
quotations and delivered prices on 
scrap originating outside con- 
suming districts. This is especially 
true in the case of scrap moving 
from eastern points such as New 
York and Boston into the Pitts- 
burgh area. As a result of price 
changes during the past week 
‘The Iron Age’ scrap price com- 
posite including the average of 
heavy melting quotations at Pitts- 
burgh, Philadelphia and Chicago 
moved up from $36.67 a gross ton 
ie $38.75, a gain of $2.08 a gross 
on. 

“The currently high scrap mar- 
ket, while having been exceeded 
in one or two instances in the 
past, represents a new peacetime 
level when the period of time 
during which the higher prices 
have applied is considered. Be- 
cause other pig iron producers 
followed the increase in pig iron 
prices made a week ago by many 
makers. “The Iron Age’ pig iron 
composite price is up this week 
to $33.15 a gross ton from last 
week’s figure of $32.23, an ad- 
vance of 92¢. The total advance 
from the level which existed be- 
fore increases were made amounts 
to $3 a ton. ' 

“Because scrap prices today are 
dictated entirely by free market 
conditions and the gyrations ac- 
centuated by intense competition 
among steel producers, there is no 
indication this week as to when 
a price reaction may be expected 
to set in. Efforts by the govern- 
men to unloosen WAA surplus 
equipment which will be classi- 
fied as scrap are underway, but 
some time may elapse before such 
action furnishes aid to scrap con- 
sumers or may be expected to af- 
fect scrap prices. Meanwhile steel 
producers are finding their steel- 
making costs mounting rapidly 
because of scrap costs. 

“While higher scrap costs may 
have some bearing on the final 
outcome of wage negotiations, the 
total effect may not be in pro- 
portion to the current magnitude 
of the scrap problem. Further- 
more increased living costs which 
are also expected to be temporary 
will match the temporary high 
level in scrap quotations, as bar- 
gaining factors. 

“Despite the need for immediate 
action and despite the dependence 
of a great number of steel pro- 
ducers and steel consumers on 
the outcome of the wage negotia- 
tions between the United States 
Steel Corp. and the steel union, 
no final action will be taken un- 
til the portal-to-portal problem 
has been definitely settled by 
Congress. The company and union 
have only about six more weeks 


agreement. 


“When the portal-to-portal is- 
sues are settled, the Steel cor- 
poration and the USWA will 
without doubt reach a quick 
agreement unless some unusual 
change in the current temper of 
both sides occurs. It is still a 
good probability that before the 
final agreements are reached, the 
Steel company will make some 
move reflecting a moderate .de- 
crease in the delivered price of 
steel while at the same time con- 
ceding a moderate wage increase 
with some. social. benefits de- 
manded by the union. 

“The exceedingly heavy de- 
mand for steel products, the box 


Forces Pushing Prices Higher—Demand Heavy 


The inflationary spiral in iron and steel scrap prices was not 
stayed last week and the upward movement continued this week at 
major consuming centers, according to “The Iron Age,” national 
metalworking paper, which, in its issue of today (March 13) further 


“In an effort to forestall a movement of scrap out of the Pitts- 
burgh district, prices were higher® 





because of cold weather leads to 
the conclusion this week that the 
tightness in the supply of major 
steel products will continue for 
several months at least. Even 
though inventories are unbal- 
anced and in the aggregate heavy 
at some points, fresh demand for 
steel continued unabated this 
week.” 

The American Iron and Steel 
Institute this week announced 
that telegraphic reports which it 
had received indicated that the 
operating rate of steel companies 
having 93% of the steel capacity 
of the industry will be 95.8% of 
capacity (a new post-war high) 
for the week beginning March 10, 
compared with 94.4% one week 
ago, 93.7% one month ago and 
83.6% one year ago. The operat- 
ing rate for the week beginning 
March 10, which is also the high- 
est since the week of April 2, 
1945 when the rate was 96.9% of 
capacity, is equivalent to 1,676,- 
400 tons of steel ingots and cast- 
ings, compared to 1,651,900 tons 
one week ago, 1,639,700 tons one 
month ago and 1,473,400 tons one 
year ago. 

“Steel” of Cleveland, in its sum- 
mary of latest news developments 
in the metalworking industry, on 
March 10 stated in part as follows: 

“Inflationary forces in raw ma- 
terials markets are forcing prices 
to higher levels on a broad front 
with accompanying uncertainly 
and confusion in steel and metal- 
working circles. Meanwhile, ad- 
verse weather continues to ham- 
per steel shipments, while indu- 
strial gas shortages are seriously 
curtailing manufacturing opera- 
tions at some points. 

“Last week, pig iron went up 
several dollars a ton, scrap con- 
tinued to spiral at various centers, 
upward adjustments were effected 
on important ferroalloys, and lead, 
copper and silver hit new postwar 
highs. All in all, the various me- 
tallics markets presented every 
appearance of boom, 

“The surge in scrap is uncheck- 
ed and features the inflationary 
trend in metallics generally. Scrap, 
however, is believed reaching a 
point where a leveling off in 
prices can be expected, if not a 
reaction. Many trade leaders think 
the market has moved too fast to 
higher levels to hold for long, 
especially with spring just around 
the corner with its traditional im- 
proved flow of material into con- 
sumption. 

“At the same time, consumers 
and sellers are reported increas- 
ingly impressed with the fallacy 
of current buying policies, notably 
trade-in transactions and ex- 
cessive cross-hauling which large- 
ly have contributed to the spirited 
bidding for material and the ac- 
commpanying price swirl. Mount- 
ing production of pig iron, Jan- 
uary output of 5,014,796 tons be- 
ing the largest since March, 1945, 
should exert a quieting influence 
on scrap, especially with the price 
spread between scrap and pig 
iron narrowed. 

“Pig iron was advanced $2.50 
to $4 per ton by important sellers 
last week in the face of improved 
production. Highly accelerated 
demand, far above previous peace- 
time experience, the scrap short- 
age and rising costs explain this 
move. Elimination of government 
allocations, except to soil pipe 
production, after Mar. 31, is ex- 
pected to have a salutary effect 
in this market, making for more 
equitable and orderly distribution. 

“Another quarter of active steel 
demand is’ in’ prospect. Again 
steelmakers generally will have 
substantial tonnage carryover, 
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of the year. Demand for most 
products is expected to exceed 


supply through first half of the 
year. However, sustained steel- 
making operauons at the high 
rate in effect since January is seen 
easing demand pressure on many 
products by midsummer. This, of 
course, hinges upon averting 
serious labor trouble and produc- 
tion interruptions. The decision 
of the Supreme Court last week in 
the coal case is considered heart- 
ening in this regard. At any rate, 
prospects for an easing in the sup- 
ply-demand situation are believed 
promising with consumer press- 
ure reported easing at the moment 


on alloy steels, certain wire 
specialties and large carbon 
rounds.” 


Debit Balances on 
NYSE in January 


The New York Stock Ex- 
change reported on Feb. 14, that 
as of the close of business on Jan. 
31, 1947, member firms of. the 
New York Stock Exchange carry- 
ing margin accounts reported as 
follows: 

Total of customers’ net debit 
balances of $533,033,604 on Jan. 
31, 1947 against $547,552,009 on 
Dec. 31, 1946. These figures in- 
clude all securities, commodity 
and other accounts. Do not in- 
clude debit balances in accounts 
held for other firms which are 
members of national securities 
exchanges, or “own” accounts of 
reporting firms, or accounts of 
general partners of those firms. 

The Exchange’s announcement 
of Feb. 14, also said: Credit ex- 
tended to customers on U. S. 
Government obligations was $69,- 
007,409 on Jan. 31, compared with 
$74,168,844 in December... (This 
amount is included in the net 
debit balance total.) 

Cash on hand and in banks in 
the United States amounted to 
$442,533,290 on Jan. 31, agaimst 
$461,983,826 at the end of 1946, 

Total of customers’ free credit 
balances, was reported at $687,- 
378,796 Jan. 31, against $704,399,- 
278 on Dec. 31, 1946. These fig- 
ures include free credit balances 
in regulated commodity accounts. 
Do:not include free credit balances 
held for other firms which are 
members of national securities éx- 
changes, or free credit balances 
held for the accounts of reporting 
firms or of general partners of 
those firms. 








Avery Chairman of 


Chicago Federal Reserve 


The Board of Governors of the 
Federal Reserve System an- 
nounced on March 6 the appoint- 
ment of Clarence W. Avery, of 
Detroit, as a Class C director of 
the Federal Reserve Bank of Chi- 
cago and his designation as Chair- 
man and Federal Reserve Agent 
of the Bank for the remainder of 
the 3-year term ending Dec. 31, 
1948. The Bank’s announcement 
says: 

“Mr. Avery is Chairman of. the 
Board and President of the Mur- 
ray Corporation of America. He 
has previously served as a direc- 
tor of the Detroit branch of the 
Federal Reserve Bank of Chicago 
and subsequently as a Class B 
director at Chicago.” 

Advices from the Federal Re- 
serve Bank of Chicago on March 6 
said: 

“Mr. Avery has taken an active 
part in the civic life of Detroit. 
From 1940 to 1942, he was Presi- 
dent of the Detroit Board of Com- 
merce. In 1942, he was the first 
President of the Detroit War 
Chest. He is now a member of. 
the Engineering Society of Detroit. 
He is a director of Kalamazoo: 
Vegetable Parchment Co., Michi- 











car shortage and the disruption 
of some finishing mill schedules 


though arrearages are not expected 


to be as heavy as at the beginning - 


gan Bell Telephone Co., and the" 
Economic Club of Detroit.” . 
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Robert R. Young Announces Officers 


Of New Federation for Railway Progress In February 


William C. MacMillen, Jr., named President and John H. Payne, Jr., 
Executive Vice-President. Headquarters of Mr. MacMillen to be in 


New York. 


Following the organization of the Federation for Railway Prog- 


ress under the auspices of Robert 


peake and Ohio Lines, who, as 
previously - announced withdrew 
ywiis railroad companies from the 
Association of American Rail- 
roads, on the grounds that it was 
mot progressive, Mr. William C. 
MacMillen, Jr. was made its Presi- 
dent and John H. Payne, Jr. was 
mamed Executive Vice-President. 
Mr. Young has assumed the Chair- 
manship of the new organization. 
Mr. MacMillen, who is 33 
years old, is a graduate of Wil- 
liams College and Albany Law 
School. From Nov. 1, 1939, until 
he entered the army as a private 
ain April, 1942, Mr. MacMillen was 
@ partner in the Troy, N. Y. law 
firm of MacMillen and Filley. He 
Was commissioned in 1942 and in 
1945 was promoted to the rank of 
Major and was made Chief of 
Personne! Statistics Branch, Head- 
quarters, Army Air Forces. Upon 
his discharge December, 1945, he 
was awarded the Legion of Merit 
by General H. H. Arnold. Since 
dan. 15, 1946, he has been assistant 
#0 Mr. Young on his New York 
staff. He will continue to make 
his headquarters in New York. 
Mr. Young stated that Mr. Mac- 
Millen has been developing the 
organization of the Federation 


R. Young, President of the Chesa- 
since its inception last October 15, 
when the Chesapeake and Ohio 
Lines withdrew from the Associa- 
tion of American Railroads. 

Mr. John H. Payne who becomes 
Executive Vice-President was 
graduated from Colgate University 
in 1938, and has been engaged in 
administrative work. From July 
1939 until January 1941 he was 
Assistant Secretary of the New 
York State Bankers Association. 
He resigned to accept an invita- 
tion from the Virginia Bankers 
Association to be its first full time 
secretary and treasurer. During 
1941 Mr. Payne served as Deputy 
Administrator of the Defense Sav- 
ings Staff, United States Treasury 
Department. In May 1942 he was 
commissioned an ensign in the 
United States Naval Reserve, serv- 
ing in the Solomon’s campaign of 
1943 and released to inactive duty 
as a lieutenant in September 1945. 
He was then appointed assistant 
to the Executive Manager of the 
American Bankers Association, 
from which position he resigned 
to accept his new post. 

Mr. Payne, a resident of Tarry- 
town, N. Y., is married and has 








one son, John Howard Payne, III. 





Export-Import Bank Approves Credit to 
Bolivian Development Corp. 


Wm. McC. Martin, Jr., Chairman of the Board of Directors of the 
Export-Import Bank, announced on Feb. 27 the approval by the bank 
of an increase of $3 million in an existing credit to the Bolivian 
Development Corporation for financing the petroleum development 


program to be conducted by the 


Yacimientos Petroliferos Fiscales 


Bolivianos (the Bolivian Government petroleum entity generally 


known as YPFB). The new credit © 


resulted from negotiations with 
the Export-Import Bank by Guill- 
ermo Gutierrez, President of the 
Bolivian Development Corpora- 
tion, and Guillermo Mariaca, Gen- 
eral Manager of the YPFB. The 
announcement of the Expori Im- 
port Bank further said: 

Mr. Martin recalled that the 
Export-Import Bank authorized a 
credit of $15,000,000 to the Boliv- 
jan Development Corporation in 
March, 1942. Of this amount, $5,- 
500,000 was allocated to the petro- 
Jeum development program and 
the remainder to highway con- 
struction. Under the terms of this 
allocation the Bank has to date 
advanced to the Development 
Corporation $1 million for drilling 
operations in the Camiri oil fields, 
and the Corporation has in turn 
advanced this amount to YPFB to 
finance those operations. There 
have been no actual advances for 
construction costs and purchases 
in connection with the pipeline 
and refinery, since advances for 
these purposes were conditioned 
on reasonable assurance of a mini- 
mum stabilized production in the 
Camiri oil fields, satisfactory 
plans and specifications and cost 
estimates, and satisfactory con- 
struction contrac's with approved 
United States engineering firms. 

Bolivian and private United 
States funds equivalent to $5,650,- 
000 have also been allocated to the 
petroleum development program, 
thus making, together with the in- 
crease of $3 million in the Export- 
Import Bank credits, a total of 
$14,150,000 for the pregram as a 
whole. The funds to be supplied 
by the Export-Import Bank, 
amounting now to $8,500,000, will 
be used to finance the drilling 
program in the Camiri fields, a 
part of the cost of constructing 





the pipeline from Camiri to Coch- 
abamba, and the construction of a 
refinery at Cochabamba. Any 
additional funds required for the 
completion of the approved pro- 
gram are to be supplied from 
sources other than the Export- 
Import Bank, and arrangements 
for the provision of such funds 
have been made. 

The petroleum development 
program in Bolivia which the Ex- 
port-Import Bank is assisting in 
financing will result in the pro- 
duction of the petroleum products 
required by the Bolivian economy 
and is expected to produce a sub- 
stantial surplus of revenues be- 
ginning in 1949. In order to carry 
forward the Cochabamba - Santa 
Cruz road-building program, to 
which the Export-Import Bank 
has already allocated $10,000,000 
under the 1942 credit in favor of 
the Bolivian Development Corpo- 
ration, it has been agreed that the 
Export-Import Bank funds ad- 
vanced to YPFB through the 
Bolivian Development Program 
will be repaid to the Development 
Corporation from the anticipated 
surplus revenues at a rate to be 
determined by the Export-Import 
Bank but in any event not less 
than $3 million in each of the 
years 1949 and 1950 and that these 
repayments will be dedicated by 
the Corporation, pursuant to its 
understanding with the Export- 
Import Bank, to the completion of 


the highway program, 


In announcing the new credit 
to Bolivia for oil development, 
Mr. Martin noted that YPFB has 
announced a policy, subject to 
ratification by the Bolivian Cén- 
gress, of opening the oil resources 
in the Chaco region to develop- 
ment by private capital. 








(58.5 Million Employed 


About 55,500,000 persons were 
employed in civilian jobs in Feb- 
ruary, virtually the same as in 
January, but 4 million over a year 
ago, according to Director J. C. 
Capt of the United States Bureau 
of the Census. The increase over 
last year is largely the result of 
veterans returning to civilian em- 
ployment, according to Mr. Capt. 
The department of Commerce, in 
advices to this effect, added: 

“Farm employment went up by 
about 400,000 in February as the 
weather grew favorable for agri- 
culture in some areas. The number 
of persons employed in non-agri- 
cultural work showed a compen- 
sating drop of about 300,009 from 
January to February. These facts 
are from the Monthly Report on 
the Labor Force, a sample survey 
conducted by the Bureau of the 
Census, 


“The number of unemployed 
persons in February was about 
2,500,000, about the same as in 
January and slightly below the 
figure for a year ago. About one 
million of the unemployed were 
veterans, another million consisted 
of male non-veterans, and about 
one-half million were women. The 
average period of unemployment 
for all groups was about 12 weeks.” 


Special Business and 
Newsprint Groups 


Spurred by reports that news- 
print supplies in cities throughout 
the country had dropped to levels 
termed “critical and desperate,” 
the House on Feb. 26 voted, 269 to 
100, for the establishment of a 
special committee to investigate 
supplies of newsprint and other 
paper products, Associated Press 
advices from Washington stated. 
The seven-man committee will 
give special attention to the 
short-range and long-range pos- 
sibilities of increased production 
in this country and Alaska, and 
will study prospects of supplies 
from sources outside the United 
States, including Canada, 

The committee’s Chairman will 
be Representative Clarence J. 
Brown (R.-Ohio) who, with other 
proponents of the measure, has 
contended that newsprint was a 
special problem requiring special 
treatment beyond the scope of 
standing committees. 


The same day the House voted, 
270 to 92, the same advices stated, 
to recreate a special committee 
charged with the duty of protect- 
ing the interests of small business. 
This committee, a Washington 
dispatch to the New York “Times” 
stated, has been empowered to 
study the problems of small bus- 
inesses with particular reference 
to postwar problems, factors hind- 
ering their development and oper- 
ation, the adequacy of government 
serv-ce for them and the equitable 
allotment of materials in short 
supply. 








Suspend Tax on 
Copper Imports 


A measure designed to relieve a 
critical domestic shortage of cop- 
per by stimulating imports from 
South America through the sus- 
pension of the import excise tax 
of 4 cents a pound was agreed 
to by the House Ways and Means 
Committee on March 6, and on 
March 10 the Committee formally 
approved the legislation. Large 
copper consumers have, it is stated, 
demanded such legislative action 
since the shortage is a source of 
concern to manufacturers of auto- 
mobiles, piping and other build- 
ing materials, household appliances 
and accesories and wire. Recently 
the Reconstruction and Finance 
Corporation raised the price of its 
copper holdings, said to be about 
55,000 tons, to 21% cents per 
pound, it was noted in the “Wall 
Street Journal” of March 7. 














Reciprocal Trade Pacts Invite War 


(Continued from first page) 


trol of government taxing and 
spending in the interest of the 
balanced development of basic in- 
dustries at home and abroad. 


Pegging Product’on on 
Wor'd’s Inefficiency 


If this arbitrary lowering of the 
tariff is an attempt to peg pro- 
duction on a falling standard of 
capital-labor efficiency through- 
out the world, then it is simply 
serving to exaggerate the evil, 
and discourage removal of the 
waste attending disbalance. We 
have to keep clearly in mind that 
it was on this waste that Germany 
and Japan traded themselves into 
power and War. 

An executive ccntrol cf. the 
tariff, which permits the writing 
of treaties without confirmation 
by the Senate, is as unconstitu- 
tional as it would be for Congress 
to turn over the control of the in- 
come tax to the President. If the 
tariff question has become too 
complicated to be handled by 
Congress, the same is true of taxes 
as a whole. In keeping with this 
tariff procedure we are follow- 
ing in the footsteps of Europe, 
centralizing the powers of gov- 
ernment in the executive. 

While comparatively few Amer- 
icans would go back to the gen- 
eral revision tariff methods of an 
earlier day, with months of log- 
rolling and demagoguery, there 
are vast numbers who are ex- 
tremely touchy on the blanket 
authority granted by Congress 
to the Executive to alter existing 
tariffs. 

Reciprocity in the exchange of 
goods and services, is something 
more than an increase in the 
amount of goods and services ex- 
changed; is something more than 
compromise with the principle 
of balance. It is an exchange in 
which all parties stand to benefit 
by not selling below the cost of 
production; by not building up 
plant capacity capable of con- 
tinualiy flooding the markets and 
driving prices down below the 
cost of production. It is an ex- 
change of goods and services di- 
rected to the balancing of supply 
and demand. 

By 1900 the infant industries of 
commerce, mining and manufac- 
turing were weil established in 
enough nations to justify recogni- 
ticn as basic world industries. 
This called for the nations indi- 
vidually and collectively bring- 
ing the representative measure of 
cost or capital-labor efficiency in 
the law of supply and demand 
up-to-date so as to account for 
the machine. Failure to make this 
adjustment resulted in a falling 
measure of cost that nullified the 
use of tariff protection. It simply 
meant that the nations raised their 
tariffs te no purpose and con- 
tinued to treat the symptoms of 
the evil. 


Expansion Encouraged 


The continued treatment of 
commerce, mining and manufac- 
turing as infant industries served 
to encourage expansion at the 
expense of balance. It served to 
encourage a rate of expans‘on of 
commerce, mining and manufac- 
turing which made it impossible 
for agriculture on its own to im- 
prove the proportion between cap- 
ital and labor sufficiently to cov- 
er soil and labor upkeep and re- 
forestation. It was this disbal- 
ance at home and abroad which 
brought deficit spending, cheap 
credit and subsidy aid into favor. 
This expansion of the whole at the 
expense of the part, agriculture, 
has served to reduce agriculture 
to an impoverished and ill-paid 
industry, only kept alive in the 
industrial nations through sub- 
sidy aid. 

The return of the tariff to Con- 
gressional control calls for the 
adoption of a simplified revision 
procedure whereby a flat rate of 





one, two or some higher percent 
is substituted for the existing rate: 


structure in this country, includine 
four or five thousand differen; 
items. This single rate to apply 
to all the goods imported from » 
nation, and lowered or raised 
against that nation as the country 
approaches or departs from the 
new balance between its basic in- 
dustries. 


A New Balance Between 
Basic Industries 


It is to a new balance between 
basic industries at home and 
abroad, that accounts for the ma- 
turity of commerce, mining and 
manufacturing, that we have to 
look for an extension of opportun- 
ity that will make for rising 
standards of living all along the 
line. Direct subsidy aid would be 
subject to use in special cases 
where tariff protection was in- 
adequate. 


The use of this new principle of 
balance as the basis tor the ad- 
justment of tariff rates, would 
bring the tariff of the United 
States under constitutional con- 
trol. It would make every citizen 
and representative directly re- 
sponsible for the use of this tax- 
ing and protective power. 


Foreign countries, under these 
conditions, would know just where 
we stood on the use of the tariff. 
So employed, the traiff would be 
a guarantee of reciprocity; a guar- 
antee of an exchange of goods and 
services that would be mutually 
beneficial. Our tariff would be a 
bulwark to peace. 





Daylight Saving Time in 
N. Y. City April 27 

Daylight Saving Time will be 
observed again this year in New 
York City and most of the States 
and communities which had an 
extra hour of daylight in 1946, 
the Commerce and Industry As- 
sociation of New York reported on 
March 7. “New York City’s observ- 
ance will begin on April 27 and 
extend to Sept. 28,” Thomas Jef- 
ferson Miley, Secretary of the As- 
sociation, stated. “In all prob- 
ability,’ Mr. Miley said, “a sim- 
ilar period of observance from the 
last Sunday in April to the last 
Sunday in September—will be ob- 
served again by 60 of the 62 in- 
corporated cities in New York 
State, as well as by many smaller 
communities, although we have 
not yet received definite word.” 

A survey conducted last year by 
the Association showed that an 
hour of Daylight Saving was ob- 
served in 1946, by State law, 1n 
Connecticut, Massachusetts, New 
Hampshire, and New Jersey. Un- 
official observance was reported 
on a Statewide basis for Maine 
and Rhode Island, while local op- 
tion prevailed in Delaware, Flor- 
ida, Illinois, Indiana, Louisiana, 
Michigan, Missouri, New York, 
Ohio, Pennsylvania, Vermont, and 
West Virginia. Other Statés re- 
mained on Standard Time. 

To obtain definite information 
as to where Daylight Saving will 
be in effect this year, the Com- 
merce and Industry Association of 
New York, Inc., again is conduct- 
ing a nationwide mail survey. Re- 
sults are expected to be ready for 
report by the middle of April. 


Moody’s Daily 
Commodity Index 
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balling effect in higher prices, 
Some sources fear that quotations 
may go higher before a reaction 
sets in and point to the supporting 
factor of an anticipated high steel 
operating rate for some months 
to come. 


Nonferrous metals prices have 
reached new peaks, the above 
trade authority reveals, with cop- 
per at 2142 cents a pound, exceed- 
ed only by highs of nearly 24 cents 
a pound in 1929 and 1919 and 37 
cents a pound in 1917. Lead at 15 
cents a pound is at an all-time 
high, approached only in 1917 by 
the previous high of 12% cents a 
pound, Current prices for these 
metals have been forced up by 
the world shortage coupled with 
unprecedented world demand for 
reconstruction and civilian pro- 
duction. 

There is evidence, the “Iron Age”’ 
points out, that current increases 
in these metals may be followed 
up by new price increases in other 
metals that are in a similar suply- 


may well be expected in tin, anti- 
mony, cadmium and perhaps zinc. 
The present copper price repre- 
sents an increase of 49.6% over 
the last OPA-approved price ef- 
fective until Nov. 10, 1946. The 
present lead price is increased 
81.8% over the last OPA price. 

With respect to the U. S. Steel 
Corp., the magazine notes that the 
company has approved a bonus of 
$250 for each of its 9,500 foremen 
in the company’s basic steel sub- 
sidiaries. This remuneration 
which amounts to $2,375,000 is al- 
ready being distributed at some 
plants and is recognition for the 
supervisory assistance in the eli- 
mination of wage inequalities, a 
project which has extended over 
many months. 

The American Iron and Steel 
Institute announced on Monday of 
this week the operating rate of 
steel companies having 94% of the 
steel capacity of the industry will 
be 95.8% of capacity for the week 
beginning Mar. 10, 1947, as com- 
pared with 94.4% one week ago, 
93.7% one month ago and 83.6% 
one year ago. This represents an 
increase of 1.4 points or 1.5% from 
the preceding week. 

The week’s operating rate is 
equivalent to 1,676,400 tons of 
steel ingots and castings as against 
1,651,900 tons one week ago, 1,- 
639,700 tons one month ago and 
1,473,400 tons one year ago. 


Electric Production—The Edi- 
son Electric Institute reports that 
the output of electricity increased 
to 4,797,099,000 kwh. in the week 
ended Mar. 1, 1947, from 4,777,- 
740,000 kwh. in the preceding 
week. Output for the week ended 
Mar. 1, 1947, was 19.9% above 
that for the corresponding weekly 
-period one year ago. 

Consolidated Edison Co. of New 
York reports system output of 
216,900,000 kwh. in the week 
ended Mar. 2, 1947, compared with 
193,200,000 kwh. for the corre- 
sponding week of 1946, or an in- 
crease of 12.3%. Local distribu- 
tion of electricity amounted to 
202,400,000 kwh. compared with 
186,600,000 kwh. for the corre- 
sponding week of last year, an 
increase of 8.5%. 


Railroad Freight Loadings—Car 


loadings of revenue freight for 


the week ended Mar. 1, 1947, 
totaled 850.031 cars. the Associa- 
tion of American Railroads an- 
nounced. This was an increase of 


73,342 cars, 9.4% above the pre- 


ceding week which included 


Washington’s Birthday on Sat- 
and 
above the 
1946. 
Compared with the similar period 
of 1945, an increase of 64,295 cars 


_urday, Feb. 22, a holiday, 
67,634 cars or 8.6% 


corresponding week for 


or 8.2% is shown. 


Railroad Earnings In January— 
Class I railroads of the United 


est and rentals, of $29,000,000 com-T 
pared with $33,887,227 in January, 
1946, according to the Association 
of American Railroads. Class I 
railroads in January, 1947, had a 
net railway operating income, be- 
fore interest and rentals, of $57,- 
732,041 compared with $66,681,905 
in January, 1946. 

For the twelve months ended 
Jan. 31, 1947, the rate of return 
on property investment after de- 
preciation averaged 2.68% as 
against 3.72% for the 12 months 
ended Jan. 31, 1946. 

Total operating revenues in 
January, 1947, amounted to $685,- 
534,027 compared with $640,840,- 
668 in the same month of 1946, an 
increase of 7%. Operating ex- 
penses in January totaled $538,- 
948,218 as against $495,885,440 in 
January, 1946, an increase of 8.7%. 


Paper and Paperboard Produc- 
tion — Paper production in the 
United States for the week ended 
Mar. 1, was 108.5% of mill ca- 
pacity, against 105.9% |. (revised 
figure) in the preceding week and 
101.8% in the like 1946 week, ac- 
cording to the American Paper & 
Pulp Association. This does not 
include mills producing newsprint 
exclusively. Paperboard output for 
the same week was 102%, com- 
pared with 103% in the preceding 
week and 98% in the correspond- 
ing week a year ago. 


Business Failures Continue High 
—Although down a little from 
the previous week’s high level, 
commercial and industrial failures 
in the week ending March 6 
continued to be over twice as 
numerous as in the comparable 
week of 1946. Dun & Bradstreet, 
Inc., reports 58 concerns. failing 
against 74 last week and only 22 
in the coresponding week a year 
ago. This represented the twenty- 
fourth consecutive week in which 
failures have exceeded those in 
the previous year’s comparable 
week. 

Fifty-two of the fifty-eight fail- 
ures occuring during the week in- 
volved liabilities of $5,000 or 
more. These large failures num- 
bering 52 showed a decline from 
the 69 registered a week ago; 
there were almost three times as 
many as in the same week last 
year, however, when only 19 were 
reported in the large size group. 
Small failures with losses under 
$5,000 remained low, totalling six 
in the week just ended as com- 
pared with five in the previous 
week and three a year ago. 


Almost half of the week’s fail- 
ures occurred in manufacturing 
industries. Twenty-eight manufac- 
turers failed, a somewhat smaller 
number than a week ago when 
there were 36. €ompared with 
ast year’s corresponding week, 
however, failures in manufactur- 
ing were three times as heavy in 
the week just ended. Retailing 
with 16 had the second-largest 
number of failures this week. 
In this trade as in manufac- 
turing, a sharp uptrend from 
the 1946 level was apparent. The 
other trade and industry groups, 
on the other hand, showed little 
change in failures, with only five 
or less recorded in any of these 
groups. The Middle Atlantic States 
accounted for two-times as many 
falures as any other region this 
week. 


Canadian failures showed a 
marked rise this week, numbering 
10 as compared with two in the 
previous week and four last year. 


Food Price Level at New High 
— Most foodstuffs continued to 
move upward in the past week, 
bringing the wholesale food price 
index compiled by Dun & Brad- 
street, Inc., to a new all-time high 
point of $6.77 on March 4. This 
compared with $6.62 on Feb. 25, a 
rise of 2.3% in the week, and was 
62.4% above the $4.17 recorded on 


and nine that remained un- 
changed. Advances included flour, 
«wneat, corn, rye, oats, barley; 
hams, bellies, lard, butter, cheese, 
coffee, cotton-seed oil, beans, eggs, 
potatoes, steers, sheep and lambs. 
Declines occurred in cocoa, cur- 
rants and hogs. The index repre- 
sents the sum total of the price 
per pound of 31 foods in general 
use, 


Wholesale Commodity Price In- 
dex—Continued sharp advances 
in grain and livestock markets 
last week carried the Dun & 
Bradstreet daily wholesale com- 
modity price index to new high 
ground for many years. The index 
figure rose to a new post-war 
peak of 257.99 on March 3, and 
closed at 257.89 on March 4, as 
compared with 252.33 a week 
earlier. 


All grains registered marked 
advances last week on the Chi- 
cago Board of Trade. Strength 
in wheat and corn reflected the 
extreme tightness in cash mar- 
kets as a result of heavy Govern- 
ment purchases of wheat, flour 
and corn recently, as well as a 
shortage of box cars to move 
grain. Other stimulating factors 
included reports of large export 
requirements of all grains, and 
further unfavorable reports on 
crop conditions in Europe. The 
outlook for the new domestic 
Winter wheat crop was greatly 
benefited by a good snow cover 
which blanketed a large part of 
the belt last week. The upturn 
in oats, rye and barley was 
largely influenced by the action 
of wheat and corn. Futures trad- 
ing on the Board of Trade last 
week amounted to 274,792,000 
bushels, or a daily average of 
45,700,000 bushels, the largest in 
about six years. Domestic flour 
bookings held to the moderate 
scale of recent weeks. Buyers 
were extremely cautious.as prices 
forged into new high ground as a 
result of the sharp advances in 
wheat. Near-by lard contracts 
sold at new seasonal highs last 
week. Hog prices equaled the 
record top of $30 per hundred- 
weight, aided by smaller market- 
ings and continued broad demand. 


While leading cotton markets 
were generally firm during the 
week there were some sharp re- 
actions at times and closing prices 
were slightly under those of a 
week ago. Supporting factors in- 
cluded continued moderate mill 
price-fixing operations and a 
fairly good speculative demand 
in the distant positions. Buying 
was also stimulated by the tight 
supply position, reports of con- 
tinued holding by growers and 
the expectation and subsequent 
realization of an advance in the 
parity price for the staple, which 
proved to be considerably larger 
than had been anticipated. The 
reactionary movement visible at 
times was prompted by profit- 
taking .on the advances and 
liquidation resulting from reports 
of possible elimination of the sub- 
sidy payment on exports of cotton 
by this country. Preparations for 
the new crop were said to be 
making normal progress through- 
out most of the belt. Carded gray 
cotton cloth markets were 
featured by heavy business in 
sheetings for third quarter de- 
livery with some bookings noted 
for fourth quarter delivery. Busi- 
ness in print cloths was down 
sharply for the week as many 
houses withdrew offerings. 


Buying _ interest 


markets. 
tinued cautious, 


and South African fine wools. 





the coresponding date last year. 





. States in January, 1947, had an 
estimated net income, after inter- 


Nineteen commodities rose during 


volume 


in domestic 
wools showed moderate improve- 
ment in the Boston market last 
week. This largely reflected a 
scarcity of foreign wools and con- 
stantly rising prices in foreign 
Although buying con- 
a fairly good 
turnover was reported consisting 
mostly of small lots needed for 
immediate consumption to fill in 
between receipts of Australian 


Retail and Wholesale Trade — 
increased mod- 


country the past week, but slight 
decreases were in evidence in 
some localities due to unfavor- 
able weather conditions, Dun & 
Bradstreet, Inc., reports in its 
summary of trade conditions. Fur- 
ther resistance to high prices on 
the part of the consumer con- 
tinued to keep unit sales below 
those of a year ago, while total 
dollar volume held slightly above 
that of the year preceding. The 
demand for well-known brand 
articles remained strong but ac- 
ceptance of unfamiliar brands was 
slow with consumers displaying a 
tendency to buy only when they 
could get what they wanted. 


Retail grocery volume fell slight- 
ly below the high level of the pre- 
ceding week with increases in the 
price of bacon, ham and other 
pork products reported. The sup- 
ply of fresh fruits and vegetables 
was ample except in those com- 
munities affected by adverse 
weather conditions. Interest in 
canned goods was maintained at 
a high level and stocks of canned 
soups and fruits improved ap- 
preciably. 


Durable goods volume com- 
pared favorably with that of a 
year ago as appliances and house- 
wares continued to be best sellers. 
Interest in furniture was slightly 
lower than in the previous week, 
but improvement in the supply 
of mattresses and bedding was re- 
ported. The demand for littie 
known brand radios now available 
to the consumer in large quanti- 
ties was very light. 


Many stores reported a mod- 
erate increase in the demand for 
women’s Spring apparel with in- 
terest directed primarily toward 
medium and higher-priced suits 
and blouses. Numerous clearance 
sales of furs and winter clothing 
were also reported. Cosmetics and 
costume jewelry attracted more 
attention than in many previous 
weeks, while the demand for 
men’s suits and topcoats continued 
at a high level. Some improve- 
ment in the supply of medium- 
pricéd white shirts was noted. 


Retail volume for the country 
in the week ended last Wednesday | 
was estimated to be from 4 to 8% 
above that of the corresponding 
week a year ago. Regional esti- 
mates exceeded those of a year 
ago by the following percentages: 
New England 5 to 9, East 7 to 11, 
South 4 to 8, Northwest 10 to 14, 
Pacific Coast 9 to 13. The South- 
west declined 1 to 5% and Middle 
West ranged from 3% above to 
1% below that of a year ago. 


Although wholesale centers re- 
mained generally quiet, there was 
a slight rise in dollar volume in 
the week due more to higher 
prices than to increased unit sales. 
Total wholesale volume was mod- 
erately above that of the corre- 
sponding week a year ago. Ample 
stocks in most retail outlets en- 
abled buyers to purchase cau- 
tiously and to limit their orders 
to needed goods. Shipments in- 
creased moderately this week and 
buyers continued to press for im- 
mediate deliveries. 


Department store sales on a 
country-wide basis, as taken from 
the ‘Federal Reserve Board’s in- 
dex for the week ended March 1, 
1947, increased by 10% above the 
same period of last year. This 
compares with an increase of 2% 
in the preceding week. For the 
four weeks ended March 1, 1947, 
sales increased by 8% and for the 
year to date by 14%. 

Retail sales volume here in New 
York reflected some tapering off 
the past week resulting in a gain 
approximating between 5 and 
10% over the like period one year 
ago. During this period in 1946 
consumer purchase of spring 
ready-to-wear and _ accessories 
were substantially greater than 
for the current period, according 
to reports in hand. 

In the wholesale garment mar- 
kets activity was more pro- 
nounced last week than has been 
the case in the past few weeks. 








' Retail 


the week, against three declines erately in most sections of the 


Sharp increases in ‘prices of 


metals, together with decreased 
output of machinery castings oc- 
casioned by shortages of pig iron 
for foundry use posed a serious 
problem for the durable goods 
industries. In food and processing 
foundry machinery, 
refrigeration and materials han- 
dling lines the demand continued 


equipment, 


Wholesale food prices estab- 
lished new high levels during the 
week, but unit sales volume was 
somewhat lower. 


According to the Federal Re- 
serve Board’s index, department 
store sales in New York City for 
the weekly period to March 1, 
increased 14% 
same period last year. This com- 
pared with a decrease of 3% in 
the preceding week. Sales in the 
latter were sharply reduced. be- 
cause of heavy snow storms along 
the Atlantic Coast. For the four 
weeks ended March 1, 1947, sales 
rose 9% and for the year to date 
increased to 16%. 


above the 





Statement on Sat. Closing 


By Pennsylvania Banks 


On Feb. 27, the following state- 
ment bearing on Saturday banks 
closing was issued by the Pennsy!- 
vania Bankers Association: 
“It appears obvious from many 
reports of public sentiment ‘on 
Saturday bank closing throughout 
Pennsylvania, that the State Leg- 
islature would not approve a man- 
Since returns were 
received from the Questionnaire 
issued by Pennsylvania Bankers 
Association, permissive bills have 
become law in New York and New 
Jersey, Ohio is canvassing their 
situation. The Maryland Legisla- 
ture now has permissive closing 
under consideration, the bill hav- 
ing passed the House and is now 
up for second reading in the Sen- 
ate. In Delaware, the Wilmington 
Banks have been closing on 
urday for some months under a 
year-round permissive act, with 
banks in other counties, excepting 
one, being similarly privileged. 
“These various actions have un- 
doubtedly influenced sentiment in 
Pennsylvania in favor of permis- 
sive closing, because these actions 
in bordering states will affect 
many of our Pennsylvania banks. 
“The Pennsylvania Bankers As= 
sociation Committee on Legisla- 
accordingly 
amendments to the Frazier Bill, 
S-38 to provide for permissive 
Saturday closing for the entire 
year, in order that each section 
of the State may meet the prob- 
lem in accordance with its par- 
ticular needs-”’ 


Alaska Ship Bill Signed 


Congressional action on legis- 
lation to authorize the Maritime 
Commission to negotiate with ship 
operators to institute private oper- 
ation of a steamship service to 
16 months was com— 
pleted on Mar. 3, with the House 
agreeing to minor Senate amend- 
ments, Associated Press Washing- 
ton advices stated. The signing of 
the bill by President Truman was 
announced on March 7. Under the 
newly enacted measure the Com- 
mission is authorized to contract 
with private operators to operate 
the Alaskan service with ships 
furnished by the Commission at 
nominal charter hire. 
cording to the Associated Press, 
the operators would agree to 
stand all losses. The government 
would get 75% of all profits above 
10%. The same advices said: 

The interim operation was de- 
cided upon to give Congress data 
on private operation of the service 
on which to base a permanent 
plan for Alaska steamship service. 

The government has operated 
the service since 1942. 

The Commission 
planned to inaugurate the private 
service April 1. It will mean an 
increase in rates estimated by pri- 
vate operators at about 35%. 
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Truman Calls for End of Economic Wars 


(Continued from first page) 
the United Nations, in setting up 
its councils, its committees and 
commissions, and in putting them 
te work. We are doing everything 
within our power to foster inter- 
national co-operation. We have 
dedicated ourselves to its success. 

This is not, and it must never 
be, the policy of a single admin- 
istration or a single party. It is 
the policy of all the people of the 
United States. We, in America, 
are unanimous in our determina- 
tion to prevent another war. 

But some among us do not fully 
realize what we must do to carry 
out this policy. There still are 
those who seem to believe that 
we can confine our co-operation 
with other countries to political 
relationships; that we need not 
co-operate where economic ques- 
tions are involved. 


Wants Bi-Partisan Support of 
Foreign Economic Policy 


This attitude has sometimes led 
to the assertion that there should 
be bi-partisan support for the 
foreign policy of the United 
States, but that there need not be 
‘bi-partisan: support for the for- 
eign economic policy of the United 
States. 

Such a statement simply does 
not make sense. 

Our foreign relations, political 
and economic, are indivisible. We 
cannot say that we are willing to 
co-operate in the one field and are 
unwilling to co-operate in the 
other. I am glad to note that lead- 
ers in both parties have recognized 
that fact. 

The members of the United Na- 
tiens have renounced aggression 
as a method of settling their 
political differences. Instead of 
putting armies on the march, they 
have now agreed to sit down 
around a table and talk things 
out. In any dispute, each party 
will present its case. The interests 
of all will be considered, and a 
fair and just solution will be 
found. This is the way of inter- 
national order. It is the way of a 
civilized community. It applies, 
with equal logic, to the settlement 
of economic differences. 


Economic Wars 


Economic conflict is not spec- 
tacular — at least in the early 
stages. But it is always serious. 
One nation may take action in 
behalf of its own producers, with- 
out notifying other nations, or 
consulting them, or even consider- 
ing how they may be affected. It 
may cut down its purchases of 
another country’s goods, by rais- 
ing its tariffs or imposing an em- 
bargo or a system of quotas on 
imports. And when it does this, 
some producer, in the other coun- 
try, will find the door to his mar- 
ket sudden-slammed and bolted 
in his face. 

Or a nation may subsidize its 
exports, selling its goods abroad 
below their cost. When this is 
done, a producer in some other 
country will find his market 
fleoded with the goods that have 
been dumped. 

In either case, the producer gets 
angry, just as you or I would get 
angry if such a thing were done 
to us. Profits disappear; workers 
are dismissed. The producer feels 
that he has been wronged, with- 
out warning and without reason. 
‘He appeals to his government for 
action. His government retaliates, 
and another round of tariff boosts, 
embargoes, quotas and subsidies 
is under way. This is economic 
war. In such a war nobody wins. 

Certainly, nobody won the last 
economic war. As each battle of 
the economic war-of the ’30s was 
fought, the inevitable tragic res- 
ult becamé more and more ap- 
parent. From the tariff policy of 
Hawley and Smoot, the world 
went on to Ottawa and the system 
of Imperial preferences, from 
Ottawa to the kind of elaborate 
and detailed restrictions adopted 





by Nazi Germany. Nations 
strangled normal trade and dis- 
criminated against their neigh- 
bors, all around the world. 

Who among their peoples were 
the gainers? Not the depositors 
who lost their savings in the 
failure of the banks. Not the 
farmers who lost their farms. Not 
the millions who walked the 
streets looking for work. I do not 
mean to say that economic con- 
flict was the sole cause of the de- 
pression. But I do say that it was 
a major cause. 


A Turning Point Reached 


Now, as in the year 1920, we 
have reached a turning point in 
history. National economies have 
been disrupted by the war. The 
future is uncertain. everywhere. 
Economic policies are in a state 
of flux. In this atmosphere of 
doubt and hesitation, the decisive 
factor will be the type of leader- 
ship that the United States gives 
to the world. 

We are the giant of the eco- 
nomic world. Whether we like it 
or not, the future pattern of eco- 
nomic relations depends upon us. 
The world is waiting and watch- 
ing to see what we shall do. The 
choice is ours. We can lead the 
nations to economic peace or we 
can plunge them into economic 
war. 

There must be no question as 
to our course. We must not go 
through the ’30s again. 


There is abundant evidence, I 
think, that these earlier mistakes 
will not be repeated. We have al- 
ready made a good start. Our gov- 
ernment has participated fully in 
setting up, under the United Na- 
tions, agencies of international co- 
operation for dealing with relief 
and refugees, with food and 
agriculture, with shipping and 
aviation, with loans for recon- 
struction and development, and 
with the stabilization of curren- 
cies. And now, in order to avoid 
economic warfare, our government 
has proposed, and others have 
agreed, that there be set up, with- 
in the United Nations, another 
agency to be concerned with prob- 
lems and policies affecting world 
trade. This is the international 
trade organization. 


This organization would apply 


to commercial relationships the 
same principle of fair dealing that 


j the United Nations is applying to 


political affairs. Instead of retain- 
ing unlimited freedom to commit 
acts of economic aggression, its 
members would adopt a code of 
economic conduct and agree to 
live according to its rules. Instead 
of adopting measures that might 
be harmful to others, without 
warning and without consultation, 
countries would sit down around 
the table and talk things out. In 
any dispute, each party would 
present its case. The interest of 
all would be considered, and a 
fair and just solution would be 
found. In economics, as in inter- 
national politics, this is the way 
to peace, 


A World Trade Charter 


The work of drafting a world 
trade charter was begun by the 
United States. It. was carried for- 
ward by a preparatory committee 
of 18 nations meeting in London 
last fall. It should be completed 
at a second meeting of this com- 
mittee in Geneva, beginning on 
April 10. The progress that has 
already been made on this project 
is one of the most heartening 
developments since the war. 


If the nations can agree to 
observe a code of good conduct in 
international trade, they will co- 
operate more readily in other in- 
ternational affairs. Such agree- 
ments will prevent the bitterness 
that is engendered by an economic 
war. It will provide an atmos- 
phere congenial to the preserva- 
tion of the peace. 

As a part of this program, we 
have asked the other nations of 





the world to join us in reducing 
barriers to trade. We have not 
asked them to remove all barriers. 
Nor have we ourselves offered to 
do so. But we have proposed 
negotiations directed toward the 
reduction of tariffs, here and 
abroad, toward the elimination of 
other restrictive measures and the 
abandonment of discrimination. 
These negotiations are to be un- 
dertaken at the meeting which 
opens in Geneva next month. The 
success of this program is es- 
sential to the establishment of the 
international trade organization, 
to the effective operation of the 
International Bank and the mone- 
tary fund, and to the strength of 
the whole United Nations struct- 
ure of co-operation in economic 
and political affairs. 


The negotiations at Geneva 
must not fail. 


There is one thing that Ameri- 
cans value even more than peace. 
It is freedom. Freedom of worship 
—freedom of speech—and free- 
dom of enterprise. It must be true 
that the first two of these free- 
doms are related to the third. For 
throughout history, freedom of 
worship and freedom = of- speech 
have been most frequently en- 
joyed in those societies that have 
accorded a considerable measure 
of freedom to individual enter- 
prise. Freedom has flourished 
where power has been dispersed. 
It has languished where power 
has been too highly centralized. 
So our devotion to freedom of 
enterprise, in the United States, 
has deeper roots than a desire to 
protect the profits of ownership. 
It is part and parcel of what we 
call American. 


Role of Private Enterprise 


The pattern of intenational 
trade that is most conducive to 
freedom of enterprise is one in 
which the major decisions are 
made, not by governments, but by 
private buyers and sellers, under 
condtions of active competition, 
and with proper safeguards 
against the establishment of 
monopolies and cartels. Under 
such a system, buyers make their 
purchases, and sellers make their 
sales, at whatever time and place 
and in whatever quantities they 
choose, relying for guidance on 
what ever prices the market may 
afford. Goods move from country 
to country in response to eco- 
nomic opportunities. Governments 
may impose tariffs, but they do 
not dictate the quantity of trade, 
the sources of imports, or the 
destination of exports. Individual 
transactions are a matter of 
private choice. 

This is the essence of free en- 
terprise. 

The pattern of trade that is 
least conducive to freedom of en- 
terprise is one in which decisions 
are made by governments. Under 
such a system, the quantity of 
purchases and sales, the sources 
of imports and the destination of 
exports are dictated by public of- 
ficials. In some cases, trade may 
be conducted by the state. In 
others, part or all of it may be 
left in private hands. But, even 
so, the trader is not free. Gov- 
ernments make all the important 
choices and he adjusts -himself to 
them as best he can. 

This was the pattern of the 
seventeenth and eighteenth cen- 
turies. Unless we act,.and act de- 
cisively, it will be the pattern of 
the next century. 


Worldwide Econemic Pressure 


Everywhere on earth nations 
are under economic pressure. 
Countries that were devastated by 
the war are seeking to reconstruct 
their industries. Their need to 
import, in the months that lie 
ahead, will exceed their capacity 
to export. And so they feel that 
imports must -be rigidly con- 
trolled. 

Countries that have lagged in 





their development are seeking to 
industrialize. In order that new 
industries may be established, 
they, too, feel that competing im- 
ports must be rigidly controlled. 


Nor is this all. The products of 
some countries are in great de- 
mand. But buyers outside their 
borders do not hold the money of 
these countries in quantities large 
enough to enable them to pay for 
the goods tixey want. And they 
find these monies difficult to 
earn. Importing countries, when 
they make their purchases, there- 
fore seek to discriminate against 
countries whose currencies they 
do not possess. Here, again, they 
feel that imports must be rigidly 
controlled. 


One way to cut down on im- 
ports is by curtailing the freedom 
of traders to use foreign money 
to pay for imported goods. But 
recourse to this device is now 
limited by the terms of the 
Brititsh loan agreement and the 
rules of the International Mone- 
tary Fund. Another way to cut 
down on imports is by raising 
tariffs. 


But if controls over trade are 
really to be tight tariffs are not 
eneugh. Even more drastic mea- 
sures can be used. Quotas can be 
imposed on imports, product by 
product, country by country, and 
month by month. Importers can 
be forbidden to buy abroad with- 
out obtaining licenses. Those who 
buy more than is permitted can be 
fined or jailed. Everything that 
comes into a country can be kept 
within the limits determined by a 
central plan. This is regimenta- 
tion. And-this is the direction in 
which much of the world is head- 
ed at the present time. 


U. S. and Counter Controls 


If this trend is not reversed, the 
government of the United States 
will be under pressure, sooner or 
later, to use these same devices in 
the fight for markets and for raw 
materials. And if the government 
were to yield to this pressure, it 
would shortly find itself in the 
business of allocating foreign 
goods among importers and for- 
eign markets among exporters and 
teling every trader what he could 
buy or sell, and how much, and 
when, and where. This is precisely 
what we have been trying to get 
away from, as rapidly as possible, 
ever since the war. It is not the 
American way. It is not the way 
to peace. 


Fortunately, an alternative has 
been offered to the world in the 
charter of the international trade 
organization that is to be consider- 
ed at Geneva in the coming month. 
The charter would limit the 
present freedom of governments 
to impose detailed administrative 
regulations ongtheir foregn trade. 
The international trade organiza- 
tion would require its member 
nations to confine such controls 
to exceptional cases, in the imme- 
diate future, and to abandon them 
entirely as soon as they can. 


The trade agreement negotia- 
tions that will accompany con- 
sideration of the charter should 
enable countries that are now in 
difficulty to work their way out 
of it by affording them readier ac- 
cess to the markets of the world. 
This program is designed to re- 
store and preserve a trading svs- 
tem that is consistent with contin- 
uing freedom of enterprise inevery 
country that chooses freedom for 
its own economy. It is a program 
that will. serve the interest of 
other nations as well as those of 
the United States. 


If these negotations are to be 
sucessful, we ourselves must make 
the same commitments that we 
ask of all the other nations of the 
world. We must be prepared to 
make concessions if we are to ob- 
tain concessions from others in 
return. If these negotations should 
fail, our hope of an early restora- 
tion of an international order in 
which private trade can flourish 
would be lost. I say again, they 
moust not fail, 


| 
Program Will Increase 
Foreign Trade 


The program that we hav 
discussing will make our foreign 
trade larger than it otherwise 
would be. This means that ex- 
ports will be larger. It also means 
that imports will be larger. Many 
people, it is true, are afraid of im- 
ports. They are afraid because 
they have assumed that we cannot 
take more products from abroad 
unless we produce just that much 
less at home. 


Fortunately, this is not the case. 
The size of our market is not for- 
ever fixed. It is smaller when we 
attempt to isolate ourselves from 
the other countries of the world. 
It is larger when we have a thriv- 
ing foreign trade. Our imports 
were down to a billion dollars in 
1932; they were up to five billion 
in 1946. But no one would con- 
tend that 1932 was a better year 
than 1946 for selling goods, or 
making profits, or finding jobs. 
Business is poor when markets 
are small. Business is good when 
markets are big. It is the purpose 
of the coming negotiations to low- 
er existing barriers to trade so 
that markets, everywhere, may 
grow. 


I said to the Congress, when it 
last considered the extension of 
the trade agreements act, and I 
now reiterate, that domestic in- 
terests will be safeguarded in this 
process of expanding trade. But 
there still are those who sincerely 
fear that the trade agreement 
negotations will prove disastrous 
to the interests of particular pro- 
ducing groups. I am sure that 
their misgivings are not well 
— The situation briefly is 
this: 


€ been 


Summary of Situation 


(1) The reciprocal trade agree- 
ments act has been on the books 
since 1934. It has been adminis- 
tered with painstaking care and 
strict impartiality. Some 30 agree- 
ments with other countries have 
been made. And trade has grown, 
to the great benefit of our econ- 
omy. 

(2) This government does not 
intend, in the coming negotia- 
tions, to eliminate tariffs or estab- 
lish free trade. All that is con- 
templated is the reduction of 
tariffs, the removal of discrimi- 
nations and the achievement, not 
of free trade, but of freer trade. 


(3) In the process of negotia- 
tions tariffs will not be cut across 
the board. Action will be selec- 
tive; some rates may be cut sub- 
stantially, others moderately and 
others not at all. 


(4) In return for these conces- 
sions we shall seek and obtain 
concessions from other countries 
to benefit our export trade. 


(5) Millions of Americans—on 
farms, in factories, on the rail- 
roads, in export and import busi- 
nesses, in shipping, aviation, 
banking and insurance, in whole- 
sale establishments and in retail 
stores—depend on foreign trade 
for some portion of their liveli- 
hood. If we are to protect the in- 
terests of these people, in their 
investments and their employ- 
ment, we must see to it that our 
trade does not decline. To take 
one of these groups as an exam- 
ple: We exported in 1946 over 
$3,000,000,000 worth of agricul- 
tural products alone, mostly grain, 
cotton, tobacco, dairy products 
and eggs. If we should lose a 
substantial part of this | foneign 
market the incomes of over Six 
million farm families would be 
materially reduced and their buy- 
ing power for the products of: our 
factories greatly curtailed. 


(6) There is no intention to 
sacrifice one group to benefit an- 
other group. Negotiations will be 
directed toward obtaining larger 
markets, both foreign and domes- 
tic, for the benefit of all. 


(7) No tariff rate will be re- 
duced until an exhaustive study 
has been made, until every person 
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heard and careful consideration | san advantage and go back to the 
g | Period of high tariffs and eco- 
(8) In every future agreement | nomic isolation, I can say only 
there will be a clause that per- | this: 
mits this government — or any|changed. Our position 
other government — to modify or | world has changed. The temper of 
withdraw a concession if it should | our 
result, or threaten to result, in| slogans of 1930 or of 1896 are 
serious injury to a domestic in-| sadly out of date. 
dustry. This is now required by | after two world wars, is a con- 
the executive order which I issued fession of mental and moral bank- 
on Feb. 25, following extensive | ruptcy. 


given to his case. 


conferences between officials in| 
+he Department of State and ma-| 
jority leaders in the Senate. 


All these points—the history of 
¢rade-agreement operations, the 
way in which negotiations are 
conducted, the protection afforded 
by the safeguarding clause — 
should provide assurance, if as- 
surance is needed, that domestic | 
interests will not be injured. 





Reduced Barriers 


The policy of reducing barriers 
fo trade is a settled policy of this 
-government. It is embodied in the 
yreciprocal trade agreements act, 
fathered “and administered for 
ymany years by — Cordell Hull. It 
.is reflected in the charter of the 
iinternational trade organization. 
{It is one of the cornerstones of our 
;olans for peace. It is a policy from 
which ‘we can not — and must 
not — turn aside. 


To those among us—and there 
are still a few — who would seek 


| have come to a realization of their 





to undermine this policy for parti- 


Take care! Times 


in 


have 
the 


people has changed. The 


Isolationism, 


Happily, our foreign economic 
policy does not now rest upon a 
base of narrow partisanship. 
Leaders in both parties have ex- 
pressed their faith in its essential 
purposes. Here, as elsewhere in 
our foreign relations, I shall wel- 
come a continuation of bipartisan 
support. 


Our people are united. They 


responsibilities. They are ready to 
assume their role of leadership. 
ihey are determined upon an in- 
ternational order in which peace 
and freedom shall endure. 
Peace and freedom are not 
easily achieved. They cannot be 
attained by force. They come from 
mutual understanding and co-op- 
eration, from a willingness to deal 
fairly with every friendly nation 
in all matters—political and eco- 
nomic. Let us resolve to continue 
to do just that, now and in the 
future. If other nations of the 
world will do the same, we can 
reach the goals of permanent 
peace and world freedom. 





If I Were A Banker 


(Continued from first page) 


eharts and those statistics your 
wright young man has prepared. 


Instalment Lending 


But I have a sneaking suspicion 
that it was intended that I should 
tell what I would do about instal- 
ment lending if I were a banker. 

I presume I would be just like 
a great many other bankers, torn 
Setween the idea I had been 
4rought up on, that the small loan 
éousiness is a loan shark sort of 
-an operation, and the feeling that 


maybe I was an old fogey who} 


<ouldn’t quite comprehend that 
after all, like it or not, the world 
«does change. 

If I were a banker, I believe I 
would try to be an old-fashioned 
oanker with maybe a few modern 
ideas. 

I certainly would not get three 
old balls and hang them over 
the entrance of my bank. On the 
other hand, I wouldn’t be content 
to sit on—well, whatever a banker 
ssits on—and clip government bond 
coupons for my income. That is 
mot banking! 


The function of a bank, as 1) 


understand it, is to accept one 
man’s money and loan it to an- 
other. The standard charge for 
this service during the years when 
I grew up was 6 per cent. Under 
some circumstances it might be a 
little more, under others a little 
jess. The rate would deperid some- 
what on the times, somewhat on 
the borrower and a little on the 
Size of the loan. Maybe it would 
range from 5 to 7 per cent. 
Todaysthe range is from less 
than 1 (% of 1 per cent for Treas- 
ury certificates) ‘to 36 per cent 


plus, the top legal rate for small 
foans; 


_ The: very fact thatthe spread 
4S SO greatiis a pretty good meas- 
ure of the risk involved. 

One per cent is probably too 
Small pay. for the use of money— 
even: riskless money. Thirty-six 
per cent certainly is too high pay. 
If the risk is so great that it 

Comes ‘necessary to charge 36 
Per cent; it is a good bet that the 
joan shoul@ not be made at all. 

Last’ year the commercial banks 
of the United States made some- 
Where around $1,700,000,000 of 
yonsumer instalment loans, near- 
y double..the total of the pre- 
ceding year. Credit extended by 
Small loan companies approxi- 
mated $1,200,000,000, an increase 
Over 1945 of only 20 per cent. 








Industrial] banks made loans of 
about $220,000,000, up 33 per cent; 
industrial loan companies, $200,- 
000,000, also up 33 per cent, and 
credit unions, $325,000,000, a gain 
of 40 per cent. 

Instalment credit outstanding 
at the end of last year is estimated 
at $4,000,000,000, still one-third 
less than the $6,000,000,000 peak 
at the end of 1941, but an amount 
that more than quadrupled during 
the course of the year. When any- 
thing grows that fast, look out, it 
is dangerous. 

I know there are those who take 
these figures, relate them to na- 
tional income, and thus “prove” 
that they are not excessive. That 
kind of rationalizat.on is the fin- 
est way in the world to get into 
trouble. You all know very well 
that if a business man watches his 
inventories soar and soar and jus- 
tifies this rise on the ground that 
his sales are skyrocketing in a 
similar manner, he can find him- 
self on the rocks very quickly 
after sales begin to tumble. 

Economist Zelomek, of the In- 
ternational Statistical Bureau, has 
estimated that by the end of 1950 
instalment credit will total $11,- 
000,000,000, more than three times 
the high of 1929, seven times the 
level of 1933 and nearly double 
the previous peak reached in 1941. 
Total short-term consumer cred:-t 
in 1950 he places at $20,000,000,000, 
more than double the present 
level, which already represents an 
all time peak. 


I cite these figures merely to 
shew what has been taking place. 

Let me repeat, if I were a bank- 
er, I.would be seared to death of 
this trend. 


What Bankers Should Do 


That does not mean I would re- 
fuse to have any part in it. If that 
is the kind of a world in which 
we are living we had better make 
the best of it—accept it as part 
of the banking business but recog- 
nize it as a great potential danger 
and make only the best of this 
type of loans. : 

I say this for several reasons. 
In the first place, if I were a 
banker, I wouldn’t make 36 per 
cent— or anywhere near that rate 
—loans. I don’t believe a good 
banker could charge that much 
with a clear conscience. On the 
other hand obviously the lower 


If you don’t make anything but 
the better loans and consequently 
find with experience that you can 
handle this business at a fairly 
moderate rate, you will, of course, 
be performing a real service to the 
more deserving borrowers, who, 
under present circumstances, are 
called upon to pay for the many 
bad loans. 

However, the way some banks 
are going after this business, it 
appears to me, that they aren’t 
going to make just the better 
loans. In such case, they will have 
to charge too much and make the 
good borrowers pay for those who 
uo not deserve credit, or they will 
find themselves taking some very 
serious losses. 

A second reason I believe bank- 
ers should make only the better 
type of instalment loans, is that 
when trouble comes—and it will 
come, let’s not kid ourselves about 
that—the loans that represent the 
cream of the crop are the ones 
that will cause the fewest head- 
aches, 

Do not forget, too, that when 
trouble comes, the man who can’t 
pay, turns upon the maa or insti- 
tution that granted him credit. 

The bankers received more than 
their share of blame for the 1929 
to 1933 collapse. I hope they do 
not drift into the position where 
they get the major blame for the 
collapse of 1949—that 1949 is only 
a guess, neither a threat nor a 
promise. 

Last month one of your mem- 
bers—I presume he is here—made 
a very fine address on the subject 
of consumer credit, in which he 
said that the old saw about the 
man who could not see the forest 
because of the trees was appli- 
cable to a lot of bankers. He made 
the point that after the hell of 
the early thirties the bankers 
crawled into their fox holes and 
let the government and the loan 
companies run off with the busi- 
ness that rightfully should have 
been theirs. 

He was dead right, but now we 
are in the late forties and I won- 
der if he and a lot of other bank- 
ers, once again are unable to see 
the forest because of the trees. 

Time and again, I read of or 
hear how safe and profitable con- 
sumer credit has been. Sure. And 
so what? That, it seems to me, 
represents the trees. 

What then is the forest? I can 
tell you in three words—the na- 
tional economy. 

I¢ there is any justification at 
all for my being here this noon 
it is that I have never hesitated 
to chop down trees—some of them 
regarded as pretty sacred trees— 
letting the chips fall where they 
may. in order to get a glimpse at 
the forest. 


Consumer Credit Accentuates 
Business Cycle 


A great deal has been written 
in praise of consumer credit. Some 
of this commendation has been 
deserved, but a good part has been 
plain hooey. Meanwhile, on the 
other side, the record is clear that 
consumer credit has tended to ac- 
centuate the business cycle. 

Gentlemen, the swings of the 
business cycle threaten the very 
foundations of the American pri- 
vate enterprise system. If you are 
really sincere in your professed 
desire to preserve this system, 
you had better be prepared to do 
your part to reduce, rather than 
accentuate, those swings. : 

I suspect no one wants to. live 
through another 1929 to 1933, but 
many of you, I can see, are too 
young to have very vivid recol- 
lections of that period. Others 
may honestly believe that noth- 
ing like that can happen again. 

Well, of course, it never happens 
just exactly the same. We have 
some holes plugged up, but there 
are a lot of new ones appearing. 
Let us not delude ourselves into 
believing that we are in another 
new era. Remember, after each 
new era comes a new deal. 

This time it won’t be real estate 
loans that default and railroad 


term corporate credit can become 
dreadfully sick, government bonds 
can decline and consumer loans 
can become impossible to collect. 
When farmers first defaulted 
on their mortgages, it was a rela- 
tively simple matter to foreclose 
and take possession of the prop- 
erty. In the height of the de- 
pression, you will recall, it was 
quite a different matter. Judges 
and sheriffs in many parts of the 
country were threatened with 
ropes hanging from trees. Whole 
communities were in virtual open 
revolution. Banks and insurance 
companies, reading the handwrit- 
ing on the wall, failed to press 
their claims and rode along as 
best they could with frozen mort- 
gage loans. 


Danger of a Collapse 

Now, supposing we have a great 
boom for three or four or five 
years and then the inevitable col- 
lapse. The corporate term loans 
could turn sour very quickly. The 
banks would try to liquidate their 
instalment loans, but at the same 
time the borrowers would be 
thrown out of work. A man who 
hasn’t been able to save enough 
to buy a washing machine, an 
automobile or a _ television set, 
doesn’t have much of a blacklog 
when his job is gone. 

The loan companies were pretty 
hardboiled. Pay or we send our 
gang of bruisers around and pick 
up the car or the radio. Can YOU 
operate in the same manner? Can 
you afford to? 

When such loans total billions 
to millions of people, have you 
not sufficient imagination to see 
the possible consequence? 

I can see violence, bloodshed, 
bank failures, a great national 
scandal, bankers falling lower in 
public esteem even than in 1933, 
and possibly nationalization or 
socialization of the entire banking 
system. 

Those of you who live for more 
than just today and tomorrow 
know that I am not simply an 
alarmist, but the question comes 
what should I, what can I, as an 
individual banker, do? What can 
the Illinois Bankers’ Association, 
or the American Bankers’ Associ- 
ation, as organizations, do? 


What Policy? 


For myself, I have very decided 
ideas. 

I do not believe an individual 
or even an association can do 
much directly, but Iam convinced 
that if two policies were adopted 
and given vigorous supporta great 
deal could be accomplished toward 
licking the problem and avoiding 
the disaster that otherwise appears 
to me inevitable. 

First of all, I would insist that 
the government get out of the 
lending business. If we are going 
to build a strong free enterprise 
system in this country, the banker 
should not be forced to compete 
with the government as a lender, 
and he should not lean on the 
government. In other words, the 
government should not guarantee 
part of his loans. 

Aside from the rediscounting by 
the Federal Reserve, no govern- 
ment agency should extend credit, 
and outstanding loans should be 
liquidated as they fall due or as 
rapidly as is consistent with sound 
business practice. 

I know you stand for this now, 
but in a rather half-hearted, luke- 
warm sort of a way. I believe if 
a vigorous, all-out campaig1 were 
put on, sufficient popular and 
congressional backing could be 
obtained to end this unfair com- 
petition, this big step in the direc- 
tion of socialized credit. 

As a corollary, the banks must 
be prepared to extend credit. That 
is a long subject in itself and one 
I am not going to discuss in de- 
tail. Sound and deserving credit 
to small business as well as large, 
to small individual borrowers as 
well as those who are economi~- 
cally strong, must be available, if 
the banks are going to insist that 








the rate, the more choice the loan 
must be. 


bonds that turn sour. But long- 


Now, what should be the second 
policy to receive banxing support 


if the boom and bust sequence és 
to be avoided? 


More Credit Control 


Controls over credit must be 
strengthened and extended and 
must be accepted by tne banking 
fraternity not only graciously but 
enthusiastically. in otaer words, 
I do not want the government im 
there playing ball, put I do want 
it to be a hard-boiled umpire. 
That is pretty bitter medicine 
for tnose of you wno have fed 
ardently at the poison through 
these last fifteen years and now 
believe that you snould fight te 
end ALL controls. Of course, you 
know the end of that trail? 
in anarchy. No, you do not want 
to go that far. 

But do you know any way that 
you can do your part to tlatten 
out the swings of the business 
cycle? You can run your own 
bank conservatively. But don’t 
forget that in 1932 the mob broke 
down the doors of the bank that 
was regarded as the most con- 
servative in all Chicago. 


Most of us know when things 
are moving in the direction of 
trouble, but we are like straws. 
in a powerful current. If we don’ 
grant credit, someone else wilt 
and soon we will be has-been 
bankers. Or, this particular loam 
is good though we recognize that 
the expansion that has been taking 
place in loans generally carries 
with it dangerous implications. 

Take the situation that exists 
today. The question with many 
bankers is whether or not they 
should enter the instalment credit 
field. Others have already made 
an affirmative decision but are 
uncertain as to how actively they 
should go into this new type of 
business, 

If we had confidence that in- 
stalment credit was an economie 
good instead of an economic evil, 
I am sure many of those who are 
hesitating would act favorably. 
Yet, without effective control you 
can be sure it will be evil and not 
good. 

The Federal Reserve Board has 
been called the Supreme Court of 
United States Finance. It shoul@ 
be made that in fact as well as in 
name. The pay and the honor 
should be so great that it woul@ 
be possible to attract and hold the 
best financial brains of the country. 


At a time like this, when it is 
perfectly obvious to any thought— 
ful person with financial training 
that brakes should be applied te 
credit expansion, the Federal Re— 
serve would have not only the 
power, but equally important, the 
popular support for taking effee— 
tive action. 

Under such circumstances. ®% 
would be possible for you to enter 
the instalment lending field. with 
full confidence that it was part of 
your banking business, profitable, 
and economically sound, that # 
would be an asset to the country 
and not a liability, so great that 
it actually threatens much of that 
which we as Americans cherish. 


New Zealand and Australia 


Announce Gifts to Britain 


Under date of March 5: speciat 
advices from Wellington, New 
Zealand, to the New York “Times” 
said: 

The New Zealand Government 
will give Britain £ 12,500,000 
[$40,500,000] in recognition of the 
British war effort. [Tuesday Au-— 
stralia announced a gift of £25,- 
000,000 Australian. ] 

Prime Minister Peter Fraser ot 
New Zealand, announcing today 4 
gift, said it was in recognition of 
the effort of the United Kingdom 
and its people in maintaining 
freedom and —— possible its 

ansion in the future. 
“Chancellor of the Exchequer 
Hugh Dalton expressed the thanks 
of the British Government to 








the government get out and stay 
out of the lending business. 


Australia and New Zealand. 
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Moody’s Bond Prices and Bond Yield Averages 


Moody’s computed bond prices and bond yield averages are 
given in the following table: 


MOODY’S BOND PRICES 


(Based on Average Yields) 
1947 





U.S. Avge. 

Daily Govt. Corpo- Corporate by Earnings* Corporate by Groups* 
Averages Bonds rate* Aaa Aa A Baa R.R. P.U. Indus. 
ae, th... 122.20 117.20 122.09 120.02 117.00 110.34 112.75 118.20 120.84 

ee 122.17 117.20 122.09 120.02 117.00 110.52 112.75 118.40 120.84 

_ nen 122.17 117.20 122.09 120.02 117.00 110.52 112.75 118.40 120.84 

_ ae ee 122.17 117.20 122.09 120.02 117.00 110.52 112.75 118.40 120.84 
are 122.20 117.20 122.09 120.02 117.00 110.52 112.75 118.20 120.84 
Butcinas 122.14 117.20 122.09 120.02 117.00 110.52 112.75 118.20 120.84 

Gi dacnne 122.20 117.20 122.09 120.02 117.00 110.52 112.75 118.20 120.84 
ee 122.20 117.20 122.09 120.02 117.00 110.52 112.75 118.20 120.84 

a acasatsites 122.20 117.20 122.09 120.02 117.00 110.52 112.75 118.20 120.84 

tg 6 122.20 117.20 122.09 120.02 117.00 110.52 112.75 118.40 120.84 
«SSS 122.14 117.40 122.09 120.22 111.20 110.70 112.93 118.40 121.04 
Re 122.20 117.40 122.09 120.02 117.20 110.88 113.12 118.40 120.84 

Gem. Fhats-.. 122.08 117.40 121.88 120.22 117.40 110.88 113.31 118.80 120.63 
Se 122.39 117.60 121.88 120.43 117.40 110.88 113.31 118.80 120.63 

> a 122.24 117.40 121.88 120.22 117.40 110.70 113.12 118.60 120.84 
bibcnnaieed 122.17 117.20 121.67 119.82 117.20 110.52 113.12 118.40 120.43 

| RTS 122.14 116.80 121.25 119.61 116.80 110.15 112.75 118.00 120.02 

Dec, 27, 1946. 122.17 116.80 121.04 119.61 116.80 110.15 112.56 118.80 119.82 
RY 121.92 116.61 120.84 119.20 116.61 109.97 112.37 117.60 119.82 
pi 121.92 116.41 120.63 119.20 116.41 109.97 112.37 117.40 119.61 
121.74 116.22 120.84 119.00 116.22 109.60 111.81 117.40 119.61 

ag SaaS 121.55 116.22 121.04 118.80 116.02 109.60 111.8f 117.60 119.61 
Oct. 25....-.. 121.77 116.61 121.04 119.20 116.22 110.34 112.19 117.60 120.02 
Sept. 27----... 121.08 116.61 121.04 119.00 116.61 110.15 112.37 117.80 119.82 
Aug. 30_...... 122.92 118.40 122.71 120.43 118.00 112.37 114.85 118.80 121.25 
July 26....... 123.77 118%0 123.13 121.04 118.40 112.56 115.63 119.20 121.4€ 
Jume 28....... 124.11 118.80 123.34 121.25 118.40 112.56 116.02 119.20 121.4€ 
May 31...._.. 123.09 114.80 122.92 121.46 118.40 112.56 116.22 119.00 121.04 
Apr. 26....-.. 124.33 119.00 123.34 121.25 118.40 113.12 116.41 119.41 121.04 
Mar. 29........ 125.61 119.82 123.99 122.29 119.41 114.27 117.40 120.22 122.09 
High 1947... 122.39 117.60 122.29 120.43 117.40 111.07 113.31 118.80 121.04 
Low 1947... 122.08 116.80 121.04 119.61 116.80 110.15 112.56 117.80 120.02 

1 Year Ago 
Mar. 11, 1946. 125.86 119.82 123.77 122.50 119.20 114.27 116.80 120.43 122.50 

2 Years Ago 
Mar. 10, 1945. 122.47 114.85 120.63 118.60 114.66 106.21 110.88 114.46 119.41 

MOODY’S BOND YIELD AVERAGES 
(Based on Individual Closing Prices) 

1947 U.S. Avge. 

Daily Govt. Corpo- Corporate by Earnings* Corporate by Groups* 
Averages Bonds rate* Aaa Aa A Baa R.R. P.U. Indus. 
op ) ee 1.56 2.79 2.55 2.65 2.80 3,15 3.02 2.74 2.61 

iia iicinese 1.57 2.79 2.55 2.€5 2.80 3.14 3.02 2.73 2.61 

ent tahen ab 1.57 2.79 2.55 2.65 2.80 3.14 3.02 2.73 2.61 

WP iscrulenivuies 1.57 2.79 2.55 2.65 2.80 3.14 3.02 2.73 2.61 

_ ae 1.56 2.79 2.55 2.65 2.80 3.14 3.02 2.74 2.61 
iketcndparactn 1.57 2.79 2.55 2.65 2.80 3.14 3.02 2.74 2.61 

Gi cweswe 1.56 2.79 2.55 2.65 2.80 3.14 3.02 2.74 2.61 

_ a 1.56 2.79 2.55 2.65 2.80 3.14 3.02 2.74 2.61 
esses 1.56 2.79 2.55 2.65 2.80 3.14 3.02 2.74 2.61 

Ug Maas 1.56 2.79 2.55 2.65 2.80 3.14 3.02 2.73 2.61 
tics ies 1.57 2.78 2.55 2.64 2.79 3.13 3.01 2.73 2.60 

| Rea 1.56 2.78 2.55 2.65 2.79 3.12 3.00 2.73 2.61 
Diibunme 1.56 2.77 2.55 2.64 2.79 3.11 2.99 2.72 2.61 
| Se 1.57 2.78 2.56 2.64 2.78 3.12 2.99 2.71 2.62 
_ =e 1.55 2.77 2.56 2.63 2.78 3.12 2.99 2.71 2.62 

| ieee 1.56 2.78 2.56 2.64 2.78 3.13 3.00 2.72 2.61 
Pn 1.57 2.79 2.57 2.66 2.79 3.14 3.00 2.73 2.63 

| Sees 1.57 2.81 2.59 2.67 2.81 3.16 3.02 2.75 2.65 

Dec, 27, 1946__ 1.57 2.81 2.60 2.67 2.81 3.16 3.03 2.75 2.66 
| See 1.59 2.82 2.61 2.69 2.82 3.17 3.04 2.77 2.6€ 

) ae. 1.59 2.83 2.62 2.69 2.83 3.17 3.04 2.78 2.67 
Ciistinaus 1.60 2.84 2.61 2.70 2.84 3.19 3.07 2.78 2.67 

Nov, 29....... 1.62 2.84 2.60 2.71 2.85 3.19 3.07 2.77 2.6% 
 *} ae 1.60 2.82 2.60 2.69 2.84 3.15 3.05 2.77 2.65 
Bept. 27__.___. 1.65 2.82 2.60 2.70 2.82 3.16 3.04 2.76 2.6€ 
ang. 30........ 1.55 2.73 2.52 2.63 2.75 3.04 2.91 2.71 2.59 
July 26....-.. 1.49 2.73 2.50 2.60 2.73 3.03 2.87 2.69 2.58 
June 28....._. 1.47 2.71 2.49 2.59 2.73 3.03 2.85 2.69 2.58 
ge | 1.48 2.71 2.51 2.58 2.73 3.03 2.84 2.70 2.60 
Apr. 26...... - 1.45 2.70 2.49 2.59 2.73 3.00 2.83 2.68 2.66 
Mas. 90..00-0% 1.36 2.66 2.46 2.54 268 2.94 2.78 2.64 2.55 
High 1947_... 1.57 2.81 2.60 2.67 2.81 3.16 3.03 2.76 2.65 
Low 1947_____ 1.55 2.77 2.54 2.63 2.78 3.11 2.99 2.71 2.60 

1 Year Ago 
Mar. 11, 1946. 1.34 2.66 2.47 2.53 2.69 2.94 2.81 2.63 2.53 
2 Years Ago 

Mar. 10, 1945_ 1.66 2.91 2.62 2.72 2.92 3.38 3.12 2.93 2.68 


*These prices are computed from average yields on the basis of one “typical” bond 
(3% % coupon, maturing in 25 years) and do not purport to show either the average 
level or the average movement of actual price quotations. They merely serve to 
Wlustrate in a more comprehensive way the relative levels and the relative movement 
of yield averages, the latter being the true picture of the bond market. 


NOTE—The list used in compiling the averages was given in the Sept. 5, 1946 
fssue of the ‘“‘Chronicle’” on page 1321. 


Statutory Debt Limitation as of Jan. 31, 1947 


The Treasury Department made public on Feb. 6 its monthly 
report showing that the face amount of public debt obligations issued 
under the Second Liberty Bond Act (as amended) outstanding on 
Jan. 31, 1947 totaled $259,131,259,147, thus leaving the face amount 
of obligations which may be issued subject to the $275,000,000,000 
statutory debt limitation at $15,868,740,853. In another table in the 
report, the Treasury indicates that from total gross public debt and 
guaranteed obligations of $260,046,395,805 should be deducted $915,- 
136,658 (outstanding public debt obligations not subject to debt 
limitation). Thus the grand total of public debt obligations outstand- 
ing as of Jan. 31, 1947 amounted to $259,131,259,147. 


On Dec. 31, 1946 the statutory debt outstanding was $258,553,982,- 
986. The detailed figure as of Oct. 31, were given in our issue of 
Dec. 19, page 3277. 





The Treasury Department announcement of Feb. 6 covering the 
Jan. 31 figures follows: 


Section 21 of the Second Liberty Bond Act, as amended, provides 
that the face amount of obligations issued under authority of that 
act, and the face amount of obligations guaranteed as to principal 
and interest by the United States (except such guaranteed obligations 
as may be held by the Secretary of the Treasury) “shall not exceed 
in the aggregate $275,000,000,000 outstanding at any one time. For 
purposes of this section the current redemption value of any obliga- 
tion issued on a discount basis which is redeemable prior to ma- 


turity at the option of the holder shall be considered as its face 
amount.” , 
The following table shows the face amount of obligations ou i 
standing and the face amount which can still be issued under this 
limitation: 
‘votal face amount that may be outstanding at any one time_____= «.- $275,000,000,000 
Outstanding Jan. 31, 1947— _ ded: 
Obligations issued under Second Liberty Bond Act, as amended: 


Interest-bearing: 
Treasury bills ..-.....-----+--—— 


’ 


$17,074,232,000 








Certificates of indebtedness__~—-— ghee 

TreRety WEE .ceccd eee ,680,764, $62,545,912,500 
Bonds— 

Vy, a Se. 119,322,892,950 

*Savings (current redemp. value) 50,342,505,081 

Depesitery ...--..-....._.—.--~ gy 

DR. Shy ASS SN “ J 

Armed Forces lea 170,880,42¢086 
Special Funds— 

Certificates of indebtedness_____ 12,048,500,000 


Trensaty N6006. ns scciceedan—o 12,728,404,000 





24,776,904,000 





See eae BOs See eee BP 258,212 240,556 
298,907,692 


Total interest-bearing 
Matured, interest-ceased 
Bearing no interest: 

War savings stamps_._...---.. 
Excess profits tax refund bonds 
Special notes of the United States: ? 

Internat’1 Bank for Reconstruc. 

and Development series__.._ 248,285,000 


76,122,145 
25,784,228 


350,191,373 








FORE pen annie tikhnbbiinnnntlcltbinneinntn $258,861,339,621 


Guaranteed obligations (not held by Treasury)— 


Interest-bearing: 





Debentures: F.H.A. <1... 45,674,186 
Demand obligations: C.C.C.._._. 216,799,890 
262,474,076 
Matuned, interest-OGRGed Qn. niece icbee wn onnn 7,445,450 





$269,919,526 





Grant total cutetamili cnicnnncninchdrescwmnnwsesemen-—ocs «s-- 259,131,259,147 





Balance face amount of obligations issuable under above authority... $15,868,740,853 


Reconcilement with Statement of the Public Debt, Jan. 31, 1947 
(Daily Statement of the U. S. Treasury, Feb. 3, 1947) 





Outstanding, Jan. 31, 1947— 


Tetal Gilded Dae GE on aiid kk en eee tigen ness SRO FAA 8 
Guaranteed obligations not owned by the Treasury 269,919,526 





Total gross public debt and guaranteed obligations_..._._.__~~- 
Deduct—other outstanding public debt obligations not subject to debt 
limitation 


$260,046,395,805 





915,136,658 





ee,  $259,131,259,147 


Electric Output for Week Ended March 8, 1947, 





21.1% Ahead of That for Same Week Last Year 


The Edison Electric Institute, in its current weekly report, es- 
timates that the amount of electrical energy distributed by the 
electric light and power industry for the week ended March 8, 1947, 
was 4,786,552,000 kwh., an increase of 21.1% over the corresponding 
week last year when electric output amounted to 3,952,539,000 kwh: 
The current figure also compares with 4,797,099,000°kwh. produced 
in the week ended March 1, 1947, which was 19.9% higher than the 
4,000,119,000 kwh. produced in the week ended March 2, 1946. The 
largest increases were reported by the Southern States and Central 
Industrial groups which showed increases of 27.2% and 23.8%, re- 











spectively over the same week in 1946. 2 
PERCENTAGE INCREASE OVER SAME WEEK LAST YEAR 
Major Geographical Week Ended. - 

Division— Mar. 8 Mar. 1 Feb. 22 ‘Feb 15 Feb. 8 
GE I cdimipeetavnnen 13.0 10.3 16.4 12.8 12.6 
Middle Atlantic___________ 13.6 12.3 14.3 13.6 12.4 
Sentral Industrial_..__. ine 23.8 24.4 30.8 29.3 30.3 
Wem, Contfel........«0.«+ 18.1 16.5 17.0 16.7 14.7 
Southern States__....__ nie 27.2 24.8 23.5 24.1 22.5 
Rocky Mountain 13.0 10.5 1.6 7.0 8.0 
Pacific Coast._........__._ 23.1 21.7 19.9 19.4 19.1 

Total United States_____ 21.1 19.9 21.8 21.0 20.5 

DATA FOR RECENT WEEKS (Thousands of Kilowatt-Hours) 
% Change 

Week Ended— 1946 1945 Over 1945 1944 1932 1929 
. Aer 4,672,712 4,096,954 +14.1 4,538,012 1,563,384 1,840,863 
5, Sass 4,777,943 4,154,061 + 15.0 4,563,079 1,554,473 1,860,021 
a EE 4,940,453 4,239,376 + 16.5 4,616,975 1,414,710 1,637,683 
Oe 4,442,443 3,768,942 + 18.2 4,225,814 1,619,265 1,542,000 

% Change 

Week Ended— 1947 1946 Over 1946 1945 1932 1929 
BRK) Qaccciendecos 4,573,807 3,865,362 + 18.3 4.427,281 1,602,482 1,733,810 
SOR, Bis imiiocus jem 4,852,513 4,163,206 +16.6 4,614,334 1,598,201 1,736,721 
OTE eae 4,856,890 4,145,116 +17.2 4,588,214 1,588,967 1,717,315 
2 See 4,856,404 4,034,365 +20.4 4,576,713 1,588,853 1,728,208 
i ae 4,777,207 3,982,775 + 19.9 4,538,552 1,578,817 1.726.161 
ie Sree 4,801,179 3,983,493 + 20.5 4,505,269 1,545,459 1,718,304 

ae 4.778,179 3,948,620 +21.0 4,472,298 1,512,158 1.699.250 
ge RSIS SS ete 4,777,740 3,922,796 +218 4,473,962 1,519,679 1,706,719 
BO. Didi neratcbinwinsan 4,797,099 4,000,119 + 19.9 4,472,110 1,538,452 1,702,570 
ee. Miceiactoame 4,786,552 3,952,539 +21.1 4,446,136 1,537,747 1,687,229 
| A AT 3,987,877 4,397,529 1,514,553 1,683,262 
Se ES 4,017,310 4,401,716 1,480,208 1,679,589 
BN, BO ecidstnwnens 3,992,283 4,329,478 1,465,076 1,633,291 





South Africa Settles US Lend-Lease Account 


An agreement of $100,000,000 
cash payment to the United States 
by the Union of South Africa for 
settlement of her Lend-Lease ac- 
count and purchase of certain war 
surplus, valued at $7,500,000 was 
announced on Feb. 28 by Chester 
T. Lane, Lend-Lease Administra- 
tor and Deputy Commissioner of 
the Office of the Foreign Liquide- 
tion Commissioner. The advices 
from the Commissioner’s Office 


largest payment on any Lend- 
Lease account to date. Provisions 
of the settlement, which also cov- 
ered reciprocal aid supplied by 
South Africa, will be acknowl- 
edged in an exchange of notes, 
probably next week, between the 
Secretary of State for the United 
States and the Minister for the 
Government of the Union of 
South Africa. 

“Under the arrangement, South 





further said: 
“In terms of cash it was the 





Africa, to which was shipped ap- 
proximately $169,000,000 worth of 





Lend-Lease supplies, agreed tg 
pay the United States $100,000,- 
000 in two equal installments. The 
first is payable 30 days from the 
date of the agreement and the 
second in six months from that 
date. Both governments also 
waived all war claims against 
each other. 

“Successful conclusion of the 
negotiations prompted Field Mar- 
shal Jan C. Smuts of South Africa 
to cable congratulations to Sec- 
retary Marshall on “a fine inter- 
national performance,” which will 
strengthen relations between tine 
two countries and increase “in- 
ternational goodwill and friend- 
ship.” 

The text of Marshal Smuts’ 
statement was made public as fol- 
lows: 

“Now that the Lend-Lease 
transactions between the Union of 
South Africa and the United 
States of America are on the point 
of being finalized by an exchange 
of notes between the two Gov- 
ernments, I wish to express to the 
Secretary of State the warm ap- 
preciation of my Government for 
the fair and considerate spirit in 
which the Secretary of State and 
his assistants and agencies have 
met the Union Government with 
a view to a final settlement. 

“The negotiations and their re- 
sults have left behind a feeling 
of just and equitable treatment, 
satisfactory to both sides. The 
magnificent conception of Lend- 
Lease—one of the most remark- 
able in the history of internation- 
al affairs—has been carried out in 
its broad intent in a way which 
adds to its value for international 
goodwill and friendship. 

“The whole matter, from begin- 
ning to end, has created a happy 
impression, for which both sides 
can be thankful and which will 
deepen and strengthen the good 
feeling which has always existed 
between our two peoples. I take 
this opportunity to congratulate 
you, Mr. Secretary, on this happy 
and fruitful result of a fine in- 
ternational performance. Smuts.” 

The Office of the Foreign Liq- 
uidation Commissioner in its an- 
nouncement likewise stated. 

“Reaffirming their determina- 
tion to stimulate international 
trade and goodwill, both coun- 
tries acknowledged in the settle- 
ment agreement substantial mu- 
tual accord on matters involving 
air transportation, telecommuni- 
cations, and elimination of double 
estate and income taxation. 

“Simultaneously with this an- 
nouncement, OFLC also disclosed 
a second transaction, the sale to 
South Africa of certain Lend- 
Lease surplus now being re- 
claimed by the United States from 
the British. 

“In this sale South Africa will 
pay this country about $1,400,000 
additional in South African 
pounds to be spent in South 
Africa for cultural purposes and 
acquisition or improvement of 
United States consular and lega- 
tion premises over a five year 
period. Any remaining unused 
balance at the end of that time 
shall be paid to the United States 
in dollars.” 


Urges Subsidy Study 


As Chairman of the Senate- 
House Committee on Reduction of 
Non-Essential Expenditures, Sen- 
ator Harry F. Byrd (D.-Va.) 0” 
March 3 submitted a report ‘? 
Congress in which it was reveale 
that Federal subsidies to business; 
agriculture and the States totale 
$13,000,000,000 from 1943 to 1946, 
according to Associated Press ad- 
vices from Washington. Comment- 
ing on the report, Senator Byrd 
said that it indicated “conclusivelY 
that the need is urgent for a thor- 
ough study of all Federal subside 
now existing.” He said also that 
the report showed that “the States 
are now able to carry a greater 
proportion of the expenditures {°F 
their own functions which hereto- 
fore have been shared with or S¢ 
cured exclusively from the Fed- 
eral Government.” 
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Federal Reserve January Business Index 


The Board Go 
on Feb. 26, its ik oe nn beers Reserve System issued 
S Of industrial i 
loyment a production, f = 
ploy ; nd payrolls, etc. The Board’s customar mrgy wae 
ness conditions was made public y summary of busi- 


at th i : 
January, together with a month and as oar ag agg indexes for 


SORE eee BUSINESS INDEXES 
1923-25 average or {actor construction ond payrolls; 

. = onstructio >ts; : 

1935-39 average = 100 for all other — 


Adjusted for 











—Seasonal Variation Without 
& — — . 
Industrial production— . a — coe 1947 iaippreenrtenan. ~~ ser nts 
i 1 ‘ an. Jan. Dec. z 
Manufactures— *188 181 160 *184 179 + 
Tetal an... * 
~----------—- 196 
Durable _______ - 190 163 : 
Nondurable ______________ — 210 166 2317 208 poo 
gia hemceana.reeemaaale +a 5A TC: aia; a 
Conseppstion contracts, value— bee 136 141 #139 131 134 
pe * 
| iain en ; : = i07 t 125 87 
All other___ “hig 61 7 12 
Factory employment— t 163 145 t 177 118 
CRE nnn anne *150.0 ; 
Durable goods____ #472 149.6 130.7 7 
Nondurable goods «SH? N24 laa cue 3 deat 
Wectony payrolls— ; 1198 *131.2 1322 1192 
SAGs: ideas 
Durable goods.__._._.._..._____ eas they _-- t 300.1 2 
Nondurable goods... ~~~ ilies --- t 328.3 sane 
— carloadings._._...____ 150 140 33 t 272.4 215.7 
partment store sales, value___ ®965 274 on 138 131 123 
Department store stocks, value ; 274 ~ 1 *209 441 179 
*Preliminary. +Data not yet available. t 235 146 


NOTE—Production, carloadings, an 
. 5 d department store s i 
ag 1 age ng peered } agg on egg nondurable mouudectenn, “ar Sarat 
po , show , ~ = 
qurable by .379, nondurable by .469, and ‘Misbich tr ae PROSE. Seek; gE 
Construction contract indexes based o sev 
, n 3-mont i 
ond month, of F. W. Dodge data for 37 Subern Gate 
figures, shown in Federal Reserve Chart Book multi ] 
dential by $184,137,000 and all other by $226.132 000 sd 
' Employment index, without sea wtinen, 
pasa Of Teer Gaetan seasonal adjustment, and payrolls index compiled by 


& averages, centered at sec- 
To convert indexes to value 
total by $410,269,000, resi- 


INDUSTRIAL PRODUCTION 
(1935-39 average — 100) 
Adjusted for 














or- Without 
wen Ss aamnaang anne Adjustment— 
a ——— 947 —_—§1946— 
‘i ow gh ss eLaheanae Jan. Dec. Jan. Jan De 
4 an Se *192 =—s--:159 102 #192 159 —— 
a oor om a : a 100 
oo A is pene snabinnien 177 145 oe 177 145 "98 
------~------------- 422 381 199 2 
Ne a *275 275 217 a oa. ras 
Transportation equipment__-_ _ *231 235 220 *23 : 
ee, ee ae *182 187 107 % ~ pen on 
Wonferrous metals and products t 195 151 ped +44 
Smelting and refining_----_ t 158 140 : oan fe 
es and products____-_____ *142 141 108 *128 139 > 
eae amare a a de ea 
— clay and glass products *212 207 172 o301 a1 163 
nal gag —-------~---~~..- _< +38 Ra 149 135 29 
RE NS OG oe a a 77 31 t 
pve Tee eis comnentjeceee *170 150 144 *158 188 cH 
ypsum and plaster products *227 218 197 *219 22 =. 
na and asbestos prod. *264 262 199 264 262 i909 
extile and products__________ 174 164 151 174 164 151 
Cotton consumption——---2— 161 141 138 161 141 138 
Weal tae Reishi t ipcesdisiosinesn 260 254 $235 260 254 $235 
fet EOE Riinlieiiesion t 180 153 T 180 153 
ad PROG GT Bi es 7 115 117 114 117 
ene Se a teem e f 110 115 + 109 115 
e hide leathers______ + 122 131 ; 122 4 
Calf and kip leathers_____ t 94 92 7 92 = 
Goat and kid leathers_____ 7 68 54 t 68 54 
aon and lamb leathers_ t 131 151 7 125 140 
PEE SS Sar ee ae Tt 117 11 
Mpaateaturod food products_-_-_ "165 162 154 +152 138 43 
oe ime 
oe ETT ee ; 5 131 a 55 
Other manufactured foods__ *172 168 165 iss 103 152 
Processed fruits and veg._ minds 175 145 se 137 94 
ae on ai ie t 148 143 t 138 142 
Cleareeas pisilastin seiegihies Uh vines tik entprsimckcigaone t 109 104 t 109 104 
Om ee t 192 185 t 177 185 
P er tobacco products_____ t 72 71 t 63 70 
_— and products.___....._.. Tt 151 133 7 150 133 
ceeerenera Ce 179 168 145 179 168 145 
on Newsprint production Aes 87 87 86 87 85 86 
—s and publishing... ~_ *139 138 118 *135 141 114 
Pitrotan } pe ane —_—a 122 120 102 114 126 94 
and coal products__ *166 
Petroleum | aE is ¥ ot _ : : — 
Gasoline ae A nd #144 148 131 144 *148 131 
fer oil_____ ay er ilinanticieanes + t 171 7 t 171 
Meticating éil......... + t 129 t t 125 
sesesene OO tell 2 + + 180 7 t 184 
S - eR TEL ee ae ¢ 143 116 + 143 116 
Byare ES ee ee + 139 111 t 139 111 
on te, 3 RE *383 278 296 *383 278 296 
2 ee OL SRT yak #951 247 234 *250 248 233 
rayon ——————— *288 281 251 ‘288 281 251 
Reel chemicals______.. *425 422 384 *425 422 384 
(kek, SRN ee ee, Si oe aes *245 248 215 *245 248 215 
nail MINERALS “meer 
uels _ * 
dt PAR 2 Re eee 150 141 146 *150 141 146 
Fr ery ee . *173 130 159 *173 130 159 
Sain ee 2118 121 114 *118 121 114 
Metals betroleym =... _ *144 *147 144 *144 *147 144 
Iron ope 77 t 108 107 t 74 60 
e ~--- eat eas PRBS t 58 50 
*Preiiminary. ¢Data not available. tRevised. 


the a sotien is currently based upon man-hour statistics for plants classified in 

uetivity ae tle and automobile parts industries and is designed to measure productive 

trailers curing the month in connection with assembly of passenger cars, trucks, 

parte ¢ nd buses; production of bodies, parts and accessories, including replacement 
+ and output of nonautomotive products made in the plants covered. 


FREIGHT CARLOADINGS 
(1935-39 average == 100) 








Coa 
Cone Dia FC cigo std parame ae ae! 163 132 148 163 132 148 
Geea. en 175 155 127 184 163 133 
Li nes ee -- 157 162 152 157 152 152 
Forest "Sa cabanas esate 123 122 126 118 118 r121 
r Products———___________ 163 156 122 147 139 109 
Miscellaneous 176 145 118 44 45 30 
Mersrennceus nnn 152 148 134 139 139 123 
andise, 1.¢.1 77 81 78 74 78 74 
r Revised. 
N 
in PF OTE—To convert coal and miscellaneous indexes to points in total index, shown 


ederal Reserve Chart Book, multiply coal by .213 and miscellaneous by .54 


Consumer Credit Outstanding in December 


Consumer credit outstanding increased 578 million dollars or 
oo 6% during December to an estimated total of 9,773 million 
mee according to the Board of Governers of the Federal Reserve 
ees which in its advices Jan. 31 stated that “Most types of 
: edness increased sharply over the year-period with instalment 
tom and automobile instalment sale credit showing the largest per- 
ee no oe. “eet — = the year the total amount outstand- 

7o higher tha ‘ id, i 
pe Bows sndineniy vo ti Ray n on Dec, 31, 1945, the Board said, its 

“Instalment loans outstanding increased about 6% in December, 
a somewhat larger rise than in other recent months. At the end of 
mage ~~ loans were nearly 67% above the year-ago level. 
aii ag ag credit outstanding on automobile sales increased 8% 
re er in December and at the year-end was over one-half billion 

ollars, more than double the amount outstanding on Dec. 31, 1945. 
Other instalment sale credit outstanding showed more than the cus- 
tomary seasonal rise in December and at the end of the month was 
51% larger than a year earlier. 

a Charge accounts receivable increased further in December but 
at a somewhat less rapid rate than in the preceding month. At 
the end of the year this type of indebtedness amounted to slightly 
more than 3 billion dollars as compared with less than 2 billions 


at the end of 1945.” 


CONSUMER CREDIT OUTSTANDING 
(Short-term credit. In millions of dollars. Figures estimated) 
Increase or decrease from— 


Dec. 31, ’46 . & ’ . 
*Total consumer credit __...____ 9,773 ae Fat ” “ Soi0 
Instalment sale credit: 4 
Automobile .......... 545 + 40 
a a + 318 
Ne a 1,023 
tInstalment loans _____ 2.436 tise ; O74 
Charge accounts -..._____. eaiies. 3,027 +168 + 1,046 
Single-payment loans __.__._______ 1,879 + 61 + 263 


*Includes service credit not shown separately. 
tIncludes repair and modernizatioh loans. 


Short Positions on N. Y. Curb Exchange 


The total short position in stocks traded on the New York Curb 
Exchange on Feb. 15, 1947, stood at its highest point since May, 
1946, figures issued by the exchange on Feb. 19 show. The short posi- 
tion totaled 166,436 shares on Feb. 15, registering an increase of 
32,287 shares, or approximately 20%, over the figure of 134,149 
shares reported on Jan. 15, 1947. On May 15, 1946, the total Curb 
Short position stood at 200,749 shares. In making this known, the 
Exchange added: 

The Feb. 15 figure represents the fifth monthly increase since 
Sept. 15, 1946, when the short position reached its lowest point in 
more than a year. 


A short position of 5,000 shares or over was reported in eight of 
the 87 stock issues traded on the Curb Exchange on Feb. 15, 1947, 
compared with nine issues on Jan. 15 against 205 a month earlier. 
On May 15, 1946, a short position was reported on 233 Curb issues, 
in 8 of° which the position was 5,000 shares or over. 

The report follows: 





Short Position Short Position 


Security— Feb. 15, ’47 Jan. 15, °47 Increase Decrease 
Aireon Mfg. Corp. common ea 6,203 10,912 4,709 
American Gas & Elec. common-_-_ 23,778 1,355 22,423 
Cities Service Co. common 7,610 5,460 2,150 
Claude Neon Inc. common asi 6,900 6,900 
Kaiser Frazer Corp. common 14,205 6,395 7,810 
Pan American Airways Corp. wis. 31,450 16,600 14,850 
Richfield Oil Corp. warrants 8,947 6,300 2,647 
Selected Industries, Inc. common 5,400 5,100 300 

Total short position (stocks) 166,436 134,149 32,387 
8 4 


Total short position (bonds) 


Oe 





Moody’s Common Stock Yields 


For yields in prior years see the following back issues of the 
“Chronicle”; 1941 yields (also annually from 1929), Jan. 11, 1942, 
page 2218; 1942 yields, Jan. 14, 1943, page 202; 1943 yields, March 16, 
1944, page 1130; 1944 yields, Feb. 1, 1945, page 558; 1945 yields, Jan. 
17, 1946, page 299; 1946 yields, Jan. 9, 1947, page 193. 


MOODY’S WEIGHTED AVERAGE YIELD OF 200 COMMON STOCKS 


Average 

Industrials Railroads Utilities Banks Insurance Yield 

(125) (25) (25) (15) (10) (200) 
January, 1947... 4.4 6.6 4.6 4.2 aun 4.5 
February, 1947_------ 4.6 6.8 4.7 4.2 3.3 4.7 





Nation’s Output in Dollars Equals Wartime Peak 








By the fourth quarter of 19464 
the total output of the nation’s 
economy, measured in dollars, had 
returned to the wartime peak 
reached in the first half of 1945, 
the Department of Commerce said 
on Feb. 21. 

However, the announcement 
added, a considerable part of the 
recent dollar increase in produc- 
tion was due to price increases, 
and the “real” level of the national 
economy for the entire year 1946 
was approximately one-seventh 
below the highest war years.” 
From the announcement we alsa 
quote: 

“Actual production during 1946 
was, however, about one-fifth 
larger than in 1941, reflecting both 
a higher level of employment and 
a more productive utilization of 
the nation’s resources. 

“In 1946 the gross national prod- 
uct—representing the total output 
of final goods and services at mar- 
ket prices and including govern- 





ment services—was $194 billion 


compared with $199.2 billion in 
1945. The dollar value of produc- 
tion increased after touching the 
reconversion lew point in the firsi 
quarter of 1946. 

“The gross national product in- 
creased from a seasonally adjusted 
annual rate of $183.7 billion in the 
first quarter to $190 billion in the 
second, $196.6 billion in the third 
and $204.7 billion in the fourth 
quarter. The quarterly rates for 
1945 were $205.1 billion in the 
first quarter, $208.2 billion in the 
second, $198.2 billion in the third 
and $185.2 billion in the fourth. 

“Government expenditures for 
goods and services declined sharp- 
ly during the first three quarters 
of 1946 and leveled off in the 
fourth quarter. The decline was 
confined to ‘war’ expenditures, 
which at annual rates dropped 
from $24 billion in the first quar- 
ter to $10 billion in the fourth. 

“The deflationary impact -of 
this decline was cushioned by loans 





made to finance international 
transactions and by increased pay- 
ments to veterans. These loans 
and payments were a potent factor 
in the market demand for United 
States products. 

“Private capital outlays, includ- 
ing construction, purchases of ma- 
chinery and equipment, changes in 
business inventories and foreign 
investment, totaled $32 billion for 
1946. This was a record high, and 
more than three times the 1945 
total. Private capital outlays were 
being made in the latter half of 
1946 at a rate about double the 
dollar totals in the best prewar 
years of 1929 and 1941. The 1946 
total is capable of providing an 
investment outlet for a very large 
volume of individual and corpo- 
rate savings as well as for rein- 
vestment of depreciation and other 
business reserves. 


“Consumer expenditures for 
goods and services amounted to 
$127 billion in 1946, 20% above 
1945 and 70% higher than 1941. 
Consumer expenditures have risen 
steadily since the recession of 1938, 
but the greater part of the sus- 
tained rise represents higher 
prices. The real value of con- 
sumer expenditures in 1946 was 
about 20% above 1941. 


“While the gross national prod- 
uct declined in 1946, the national 
income, on the other side of the 
national ledger, rose from $161 
billion in 1945 to $165 billon in 
1946. 


“Wages and salaries declined 
from. $111.4 billion in 1945 to 
$106.6 billion in 1946, due to de- 
mobilization of the armed forces, 
a sharp drop in Federal civilian 
payrolls, and a decline in manu- 
facturing payrolls. For 1946 as 
compared with 1945 military pay- 
rolls were down $10 billion, Fed- 
eral civilian payrolls down $2 bil- 
tion, and manufacturing payrolls 
down $2 billion. Non-manufactur- 
ing payrolls increased substantially 
over the period. 

“The decline in manufacturing 
payrolls was a result of lower 
average employment, shorter av- 
erage hours and a shift in employ- 
ment from higher paying durable 
goods industries to lower paying 
nondurable goods industries. Wage 
increases were an offsetting but 
not fully compensating factor. 


“All other components of the 
national income were higher in 
1946 than in 1945. Agricultural in- 
come increased from $12.5 billion 
to $14.9 billion; non-agricultural 
from $13.1 billion to $15.3 billion; 
interest and net rents from $11.8 
billion to $13 billion; and corporate 
profits after taxes from $9 billion 
to $12 billion. 


“Corporate profits after taxes 
represented a smaller proportion 
of the national income in 1946— 
7.3%—than in the late 20’s or in 
1941 but were far above the 1936- 
39 average when business opera- 
tions were considerably below 
full-employment levels. 

“The income share received by 
non-corporate business was un- 
usually high, primarily because of 
the high incomes of farmers and 
distributors. The $30 billion total 
for 1946 includes the return to the 
proprietor for his labor as well as 
the return on his investment. The 
increase in the net income of agri- 
cultural proprietors was the result 
of sharply higher prices received 
for agricultural commodities. Net 
farm income rose to $14.9 billion, 
19% above 1945.” 





Hughes on Staff of Savings 


Banks Life Insurance Fund 


William P. Hughes has been 
appointed Executive Assistant of 
Savings Banks Life Insurance 
Fund. Since 1941, except for a 
period of service in the United 
States Navy, Mr. Hughes has been 
with the Institute of Life Insur- 
ance where he was Director of 
Statistics and Research. Prior to 
that Mr. Hughes was with the 
Metropolitan Life Insurance Com- 


pany. 
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Civil Engineering Construction Totals 
$127,871,000 for Week 


Civil engineering construction volume in continental United 
States totals $127,871,000 for the week ending March 6, 1947, as re- 
ported by “Engineering News-Record.” This volume is 39% above 
the previous week, 87% above the corresponding week of last year, 
and 43% above the previous four-week moving average. The report 
issued on March 6 added: 

Private construction this week, $100,596,000, is 123% greater 
than last week, and 114% above the week last year. Public con- 
struction, $27,275,000, is 41% below last week, but 28% more than 
the week last year. State and municipal construction, $22,479,000, 
47% below last week, is 45% above the 1946 week. Federal construc- 
tion, $4,796,000, is 16% above last week, but 17% below the week 
last year. 

Total engineering construction for the 10-week period of 1947 
records a cumulative total of $915,332,000, which is 38% above the 
total for a like period of 1946. On a cumulative basis, private con- 
struction in 1947 totals $609,078,000, which is 34% above that for 
1946. Public construction, $306,254,000, is 45% greater than the cu- 
mulative total for the corresponding period of 1946, whereas State 
and municipal construction, $229,513,000 to date, is 65% above 1946. 
Federal construction, $76,741,000, gained 6% above the 10-week 
total of 1946. 


Civil engineering construction volumes for the current week, last 
week, and the 1946 week are: 


Mar. 6, 1947 Feb. 27, 1947 Mar. 7, 1946 


Total U. S. Construction_.._.._ $127,871,000 $91,704,000 $68,369,000 
Private Construction _______-_ 100,596,000 45,141,000 47,073,000 
Public Construction _______-_ 27,275,000 46,563,000 21,296,000 
State and Municipal______-_ 22,479,000 42,213,000 15,491,000 
eh 4,796,000 4,350,000 5,805,000 


In the classified construction groups, bridges, industrial build- 
ings. and unclassified construction gained this week over last week. 
Four of the nine classes recorded gains this week over the 1946 week 
as follows: bridges, highways, industrial buildings, and unclassified 
construction. 

New Capital 


New capital for construction purposes this week totals $25,095,- 
000, and is made up of $22,745,000 in State and municipal bond sales, 
and $2.350,000 in corporate securities. New capital for construction 
purposes for the 10-week period of 1947 totals $208,100,000, 34% 


Ar than the $315,189,000 reported for the corresponding period of 





February Civil Engineering Construction 
Totals $356,491 ,000 


: Civil engineering construction volume in continental United 
States totals $356,491,000 for February, an average of $89,123,000 
for each of the four weeks of the month. This average is 3% above 
the average for January, and is 44% above the average of February, 
1946, according to “Engineering News-Record.” The report issued 
on March 6 continued in part as follows: 

Private construction for February on a weekly average basis is 
2% above last month, but 36% greater than February, 1946. Public 
construction is 6% above last month and 61% above last February. 
State and municipal construction is 15% above last month and 87% 
above the average for February, 1946. Federal construction, down 
{7% from last month, is 9% above February, 1946. 


Civil engineering construction volumes for February, 1947, Janu- 
ary, 1947, and February, 1946 are: 


Feb., 1947 Jan., 1947 Feb., 1946 
(four weeks) (five weeks) (four weeks) 


Total U. S. Construction__._. $356,491,000 $430,970,000 $248,025,000 
Private Construction ______ 228,567,000 279,915,000 168,630,000 
Public Construction _____ 127,924,000 151,055,000 79,395,000 
State and Municipal_____ 99,167.000 107,867,000 52,922,009 
Federal ___...........-_ 28,757,000 43,188,000 —-26,473,000! 


N ie , New Capital 

ew capital for construction purposes for the four weeks of 
February, 1947 totals $74,592,000, or a weekly average of $18,648,000, 
14% below the January, 1947 average, and 89% above the average 
for February, 1946. 


Wholesale Prices Rose 0.8% in Week Ended 
February 22, Labor Department Reports* 


Average primary market prices again advanced to a new postwar 
peak with a rise of 0.8% during the week ended Feb. 22, 1947, accord- 
ing to the Bureau of Labor Statistics, U. S. Department of Labor, 
which on Feb. 27 stated that “at 144.3% of the 1926 average the 
Bureau s index of commodity prices in primary markets was 2.9% 
above late January and 34.4% above the corresponding week of last 
year. The Department further reported: 

Farm Products and Foods—Market prices of farm products rose 
1.7% during the week, reaching a level 0.2% below their peak in 
jJate November. The advance generally reflected increased buying 
as supplies remained small. Most livestock and grain quotations 
were higher as demand continued heavy in relation to supplies. 
Prices of citrus fruits again increased. Egg prices declined seasonally. 
Lack of strong demand for foreign wools and an uncertain tariff 
situation caused a decline in quotations for Argentine wool. Spot 
prices of raw cotton advanced for the 4th consecutive week. As a 


group, prices of farm products were 4.6% higher th 
and 31.0% above last year. Fi: an‘a month age 


“Food prices increased generall 





c y with the group index up 1.0%. 
More active demend resulted in higher prices for flour. Meat be Ho 
avenged 15% higher as pork prices rose reflecting limited supplies. 
Beef and mutton prices dropped with good supplies. Higher prices 
were reported for butter, corn syrup and a number of fats and oils 


which have been scarce and in heavy demand. Ther i 

: ‘ e. were declines 
pe" canned tomatoes, canned salmon and black pepper. The group 
wien for foods was 4.2% above late January and 50.0% above last 


’ “Other Commodities—— 


Sonnac ademas tenet As a group prices of all commodities other 


tions for cattle hides and skins continued to advance and there were 
further increases for men’s shoes and calf leather. Prices of furniture 
and cooking stoves were higher reflecting earlier advances due higher 
production costs. Higher costs of beans raised prices for castor oil 
and quotations for natural menthol increased with higher prices in 
Brazil. Prospective improvement of supplies following the completion 
of the purchase of linseed oil from Argentina reduced prices of lin- 
seed oil. Prices of paper and pulp and cement continued to advance 
because of increased costs. Increased costs also caused higher prices 
for tobacco products. The selling price of sisal was advanced by the 
Reconstruction Finance Corporation. There was a fractional advance 
for farm machinery. Soap prices dropped slightly. On the average 
prices of ail commodities other than farm products and foods were 
26.9% higher than a year ago.” 


CHANGES IN WHOLESALE PRICES BY COMMODITY GROUPS 
FOR WEEK ENDED FEB. 22, 1947 




















(1926100) 
Percentage change to 
Feb. 22, 1947 from— 
1947 1947 1947 1947 1946 1947 1947 1946 
Commodity Groups— 2-22 2-15 2-8 1-25 2-23 2-15 1-25 2-23 
All commodities__ 144.3 143.1 141.7 140.3 107.4 + 08 + 2.9 +34.4 
Parm products 171.7 168.9 165.5 164.2 131.1 + 1.7 + 46 +31.0 
Foods 162.5 160.9 156.7 155.9 108.3 + 1.0 + 4.2 +50.0 
Hides and leather products_____-. 175.8 173.6 172.9 170.7 120.1 + 13 + 3.0 +464 
Textile products 135.4 135.5 137.7 135.7 101.1 — 0.1 — 0.2 +33.9 
Puel and lighting materials_._.._. 98.6 986 98.6 98.5 85.6 Oo + 0.1 +15.2 
Metals and metal products___-_~_-. 138.4 138.4 138.3 137.7 105.8 0 + 05 +30.8 
Building materials__.._..__..~-~-- 172.6 172.8 170.6 165.5 120.22 —0.1 + 43 +43.6 
Chemicals and allied products..__. 129.2 128.3 127.6 127.4 960 + 0.7 + 14 + 34.6 
Housefurnishings goods____..._— 125.3 123.0 123.0 122.5 108.0 + 19 + 2.3 +16.0 
Miscellaneous commodities._._cinun 110.7 110.0 110.0 110.0 95.4 + 0.6 + 0.6 +16.0 
Special Groups— 

Raw materials 156.2 154.3 153.1 152.1 119.7 + 1.2 + 2.7 +30.5 
Semi-manufactured articles_.._.. 141.3 141.7 141.3 138.6 98.5 —0.3 + 1.9 +43.5 
Manufactured products___.-_-_-. 140.0 139.1 137.5 136.0 103.4 + 06 + 2.9 +35.4 

All commodities other than 
Perm BIOS RCtRs. 2. nnn 138.3 137.6 136.5 135.1 102.2 + 0.5 + 2.4 +35.3 

All commodities other than 
Parm products and foods_______- 128.3 128.1 128.1 127.0 101.1 + 0.2 + 1.0 +26.9 


PERCENTAGE CHANGES IN SUBGROUP INDEXES FROM 
FEB. 15, 1947 TO FEB. 22, 1947 


Increases 
TT OC UT eee ES OR a ee © Oe eae Eee enna ne 0.5 
ae ee Sunne-c--cuwe 3.8 Drugs-end psharmeceuticais....._..._.... 0.4 
Livestock and poultry_...._._._..._.__-_._ 3.7 Other miscellaneous ~~~-..-.~.~~--~~-- 0.4 
I. Stee te Se ie yt histatins Sha.) .. eR RR 0.3 
ee OS SEE REE Sk RRR Serene ate oo 0.3 
ERR ei aie I a 0.2 
Cereal products ---------- STS: a ac RR ree aay See 0.2 
Ea ee = | TERS ee 0.2 
SEE MURR ie Se wane OE EEE Satan poem ckaeate sae 0.1 
SS ee CU ee eee 
Furnishings ERY Eee ee _.. 0.5 Other building materials_.._......... 0.1 
Otfier textile products... .-..... 03 Other farm products......-.........< 0.1 


Decreases 

1.3 Cattle feed 0.4 
*Based on the BLS weekly index of prices of about 900 commodities which 
measures changes in the general level of primary market prices. This index should 
be distinguished from the daily index of 28 commodities. For the most part, 
prices are those charged by manufacturers or producers or are those prevailing 
on commodity exchanges. The weekly index is calculated from one-day-a-week prices. 


It is designed as an indicator of week-to-week changes and should not be compared 
directly with the monthly index. 


National Fertilizer Association Commodity 
Price Index Continues Upward 


During the week ended March 8, 1947 the weekly wholesale 
commudity price index compiled by the National Fertilizer Associa- 
tion and made public on March 10 rose to an all-time high of 199.9 
from the previous high point of 197.8, which was reached in the 
preceding week. The index has risen each week since Jan. 25, 1947. 
A month ago the index stood at 191.8 and a year ago at 142.9, ali 
based on the 1935-1939 average as 100. The Association’s report 
added: 


During the week seven of the composite groups in the index ad- 
vanced while two declined; the other two remained at the level of 
the previous week. Lower prices were quoted for cocoa and pork, 
but the index for the foods group rose because of higher prices for 
flour, corn meal, ham, coffee, lard, and most meats and oils. The 
rise in the index for the farm products group was due to higher 
prices for cotton, corn, wheat, grains, and eggs. Higher prices for 
feedstuffs.and paper board caused an advance in the index for mis- 
cellancous commodities, despite lower prices for hides. The textiles 
index advanced because of a rise in the price of hemp. Price in- 
creases for pig iron, steel scrap, copper, lead, and silver forced up 
the metals index. Higher prices for white lead in oil and lins2ed oil 
caused the building materials index to rise slightly. The index for 
fertilizer materials advanced 1.8% from the level of the previous 
week. Lower prices for camphor caused a decline in the index for 


the chemica!s and drugs group. The index for the fuels group fell 
slightly. 

During the week 39 price series in the index advanced and seven 
declined; in the preceding week 35 advanced and eight declined; in 
the second preceding week 29 advanced and 13 declined. 

WEEKLY WHOLESALE COMMODITY PRICE INDEX 


Compiled by The National Fertilizer Association 
1935-1939=—=100* 


Paint and paint materials___.____--_ 








oods were up°0.2% during the week. Quota- 


*Indexes on 1926-28 base were: 


March 8, 1947, 155.7; March 1, 1947, 154:1; 
and March °9, 1946. 111.3. : ’ 


% Latest Preceding Month Ye 
Each Group Week Week . Ago hee 
Bears to the Group Mar.8, Mar.1, Feb.8, Mar. 9, 
Total Index 1947 1947 1947 1946 

25.3 Pein incl naghinpendisoe 225.3 222.2 213.8 141.6 

Pass OnE CMs... .... ne nnnsa +s. 316.2 301.0 280.7 146.6 

oo Ea 427.4 387.5 387.5 163.1 

23.0 Dard: Pro@ucts:. 2.3.5 2k ee. 255.1 251.4 236.8 172.4 

ER SSF i See eee eee 330.8 324.4 309.5 253.8 

IN Giik nsitinsids acs ticahivenpemeepaiiicton atictieks 239.1 223.2 205.9 173.2 

ST lana ocisneocexun uhaaraiiabatindses catia 253.5 253.8 238.8 159.5 

17.3 Eo EE GATE IIe OT GM a dae 159.2 159.4 157.5 126.5 

10.8 Miscellaneous Commodities_._._._ _. 159.9 157.8 154.1 133.9 

8.2 ar cicteinlisinenhercathabinvasawits eiinabithesemins 209.4 208.4 214.6 161.3 

7.1 Metals_.____-_- EEL ACSA 6 OE 5 ey 146.9 142.8 142.4 116.9 

6.1 Buliding Materials__._____________. 213.7 212.5" 213.2 162.5 

1.3 Chemicals and Drugs__-+ =. ___~_. 155.2 155.3 156.0 : 127.2 

3 Fertilizer Materials.___.........._  . 127.8 125.6 125.5 116.4 

a NU i cnad-cahonislasihches sp esas eiettatcadion esccriath 133.7 133.7 133.6 119.8 
3 Pati « Machinery... ~~~ 22-5. 126.3 126.3 124.3 105.2 - 
190.0 All groups combined_____.-__.-_... 199.9 197.8 191.8. 142.9 - 





Meeting in N. Y. of 
Korean-American 
Chamber Following 
Return from Korea 


At a special meeting of the 
Korean - American Chamber of 
Commerce, held on March 3 in the 
Rockefeller Center Office of the 
Colonial Trust Co. of New York, 
Arthur S. Kleeman, President of 
the bank, presented Ilhan New, 
who had just returned from 
Korea. Mr. New is President of 
the associated Chambers of Com- 
merce and Industry of Korea, a 
parent organization for loca] 
Chambers in the 40 largest cities 
in the American-occupied zone. 
Mr. New is also a Vice-President 
of the New York Chamber. In his 
report to the members present, 
Mr. New discussed the urgent need 
for immediate methods of passen- 
ger and freight communication 
between Korea and the United 
States. He expressed the earnest 
hope of the business interests of 
Kora that the Far East services of 
the Northwest Airlines and the 
American President Lines would 
be expanded to include stops at 
Korean ports, and indicated that 
there should be no difficulty in 
providing substantial air and sea 
cargo between this country and 
Korea, as soon as such services are 
established and a medium of ex- 
change arranged between Korea 
and the United States. 


Mr. New had a part in arrang- 
ing the first shipment of Korean 
exports to this country since the 
war, thereby initiating a type of 
transaction which when built up 
in ‘volume, should begin. to give 
Korea a substantial dollar buying 
power in this country. Prior to 
Mr. New’s talk, Mr. Kleeman in- 
troduced the new Secretary of the 
Chamber, Dr. E. W. Koons, whose 
connection with Korea began in 


1963 when he landed there as a 
missionary. Dr. Koons, with his 
wife, was among the small num- 
ber of Americans who stayed in 
Korea until the beginning of the 
war, at which time they were in- 
terned by the Japanese. They 
reached this country in August, 
1942 on the Gripsholm; since that 
time Dr. Koons has been in charge 
of broadcasting in Korean to Ko- 
rea, first as a part of OWI, and 
more recently, as a member of the 
State Department staff. 





Results of Treasury 
Bill Offering 


The Secretary of the Treasury 
announced on Mar. 10 that the 
tenders for $1,300,000,000 of there- 
about of 91-day Treasury bills to 
be dated Mar. 13 and to mature 
June 12, which were offered on 
Mar. 7, were opened at the Fed- 
eral Reserve Banks on Mar. 10. 

Total applied for, $1,836,470,000. 

Total accepted, $1,306,510,000 
(includes $24,660,000 entered on, 
a fixed price basis at 99.905 and. 
accepted in full). wy) 

Average price, 99.095 + ;'equiva~ 
lent rate of discount approxi- 
mately 0.376% per annum. - 

Range of accepted competitive 
bids: — 

High, 99.906, equivalent rate of 
discount approximately 0.372% 
per annum. — 

Low, 99.905, equivalent rate of 
discount approximately 0.376% 
per annum. — 

(69% of-the amount bid for at 
the low price was accepted.) 

There was a maturity of a sim- 
ilar issue. of bills on Mar. 13 in the 
amount .of. $1,314,809,000. 
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Daily Average Grude Oil Production for Week 
Ended Mar. 1, 1947 Decreased 14,800 Barrels 


The American Petroleum Institute estimates tha 
age gross crude oil production for the week ended March 1. 1947. was 
4,771,350 barrels, a decrease of 14,800 barrels per day from the pre- 
ceding week. It was, however, an increase of 45,100 barrels per day 
over the corresponding week of 1946, and was 131,350 barrels in ex- 


cess of the daily average figure estimated by the Bureau of Mines 
as the requirement for the month of February, 1947. Daily output 
for the four weeks ended March 1, 1947, averaged 4,771,350 barrels. 
The Institute’s statement adds: 

Reports received from refining companies indicate that the in- 
dustry as a whole ran to stills on a Bureau of Mines basis approxi- 
mately 4,896,000 barrels of crude oil daily and produced 15,191,000 
barrels of gasoline; 2,140,000 barrels of kerosine; 5,488,000 barrels of 
distillate fuel, and 8,824,000 barrels of residual fuel oil during the 
week ended March 1, 1947; and had in storage at the end of that week 
105,803,000 barrels of finished and unfinished gasoline; 11,649,000 
barrels of kerosine; 38,004,000 barrels of distillate fuel, and 45,175,000 
barrels of residual fuel oil. 


t the daily aver- 


DAILY AVERAGE CRUDE OIL PRODUCTION (FIGURES IN BARRELS) 




















State Actual Production 

*B. of M. Allow- Week Change 4 Weeks Week 

Calculated ables Ended from Ended Ended 

Requirements Begin- Mar. 1, Previous Mar. 1, Mar. 2, 

February Feb. 1 1947 Week 1947 1946 
**New York-Penna.__ 48,200 46,900 — 1,050 45,900 50,650 
Pleas -2 ene ne we 100 — 150 200 100 
¢*West Virginia ~~ 8,200 6,550 — 1,150 6,750 7,900 
**Ohio—Southeast 7 7,800 §5,500 + 250 5,200 5,000 
Ohio—Other ___-~---- 12,150 — 400 2,200 3.200 
ERGIIOR. ntti senahoe 18,000 18,000 + 300 18,250 18,300 
pT Ea ata en a 204,000 195,750 5,000 192.500 212,550 
Gentucky 2... 28,000 27,500 + 500 27,450 30,150 
CisMSOR | .5..cccna pen 46,000 44,150 2,400 42,000 42,800 
GRRE GORS | ciasce eck nctn 800 +700 eiibia 700 850 
GEE: ak saat os 263,000 270,000 +271,800 — 8,550 272,350 257,050 
DRMONEE Bcc leccns 370,000 371,700 +269,150 — 900 369,300 389,450 
Texas— 

District .J.....+..... 19,950 Rene 19,950 oad 
District 1 —..... dim 146,000 baits 146,000 ageuin 
District III _..---. 451,000 aban 451,000 ~~ enaiel 
District IV_....... 223,250 ue 223,250 ote 
District V ....... es 26,450 — 36,450 omnes 
East Texas___.-- — 328,200 ot Aloce 328,200 esnmele 
Other Dist. VI. . 106,100 dinme 106,100 dias 
District VII-B__--- 36,100 seo 36,100 pa op 
District WII-C____. 32,650 aoe 32,650 Pinan 

District VITI_...... 467,450 F eee. 467,450 hii 
District IX -..-... 126,350 eta 126,350 wetted 
Diswies X ...... i 83,150 ee 83,150 inlinds 
Foetal. Texas... .n0e 2,030,000 $2,042,500 2,056,650 ---- 2,056,650 2,109,250 
North Louisiana__--. 93,850 — 550 94,250 82,800 
Coastal Louisiana____ 310,300 euepinn 310,300 288,850 
Total Louisiana__ 387,000 447,000 404,150 —. 550 404,550 371,650 
Or 76,000 79,580 73,900 — 550 74,150 77,000 
Mississippi ~....__-_- 66,000 84,200 + 2,450 85,200 55,100 
AlavORR. 6s. ek 2,000 850 —_ 50 950 1,059 
New Mexico—So. East 98,000 110,000 {103,400 apr 103,400 98,000 
New Mexico—Other__ 450 — 50 450 450 
NYCI ce ice 93,000 111,300 — 400 108,900 105,050 
REID os cco ee 23,000 22,350 — 1,850 22,650 19,100 
DOORN F nbicdcl neces 33,000 35,750 — 2,550 37,000 23,300 
pe | ase 838,000 §844,300 890,100 — 7,500 894,650 848,300 
Total United States. 4,640,000 4,771,350 —14,800 4,771,350 4,726,250 
**Pennsylvania Grade (included above) __ 58,950 — 1,950 57,850 63,550 


*These are Bureau of Mines calculations of the requirements of domestic crude oil 
®ased upon certain premises outlined in its detailed forecasts. They include the 
eondensate that is moved in crude pipelines. The A. P. I. figures are crude oi] only. 
As requirements may be supplied either from stocks or from new production, con- 
templated withdrawals from crude inventories must be deducted, as pointed out by 


the Bureau, from its estimated requirements to determine the amount of new crude 
to be produced. 


tOklahoma, Kansas, Nebraska figures are for week ended 7:00 a.m. Feb. 27, 1947. 


tThis is the net basic allowable as of Feb. 1 calculated on a 28-day basis and 
fncludes shutdowns and exemptions for the entire month. With the exception of 
several fields which were exempted entirely and for certain other fields for which 
shutdowns were ord2red for from 6 to 12 days, the entire state was ordered shut down 
for 6 days, no definite dates during the month being specified; operators only being 
required to shut down as best suits their operating schedules or labor needed to 
operate leases, a total equivalent to 6 days shutdown time during the calendar month. 


§Recommendation of Conservation Committee of California Oil Producers. 


CRUDE RUNS TO STILLS; PRODUCTION OF GASOLINE; STOCKS OF FINISHED 
AND UNFINISHED GASOLINE, KEROSINE, GAS OIL AND DISTILLATE 
FUEL AND RESIDUAL FUEL OIL, WEEK ENDED MARCH 1, 1947 


(Figures in thousands of barrels of 42 gallons each) 


Figures in this section include reported totals plus an 
estimate of unreported amounts and are therefore on 4 
Bureau of Mines basis— 











Bg §Gasoline ir oe eae Ee ae 
% Dail Crude Runs Prodvuct'n an s as 
Refin’s to Stills at Ref. Unfin. of & Dist. Resid. 
Capac. Daily % Op- Inc. Nat. Gasoline Kero- Fuel Fuel 
District— Report’g Av. erated Blended Stocks sine Oil = Ol 
@Wast Coast _........ 99.5 772 92.0 1,984 22,740 5,932 13,130 6,963 
@ppalachian— 
District No, 1____. 76.3 109 76.2 309 _—«2, 693 244 437 217 
District No. 2._____ 84.7 66 106.5 220 1,049 26 70 104 
and., N., Ky...____ —_ 87.4 825 948 2.859 21,731 1,221 2,823 2,441 
Okla., Kans,, Mo.___- 78.3 390 83.2 1,452 10,538 356. 1,311 1,017 
inland Texas _______ 598 237 71.8 1,096 4,537 222 318 763 
Texas Guif Coast... 89.2 1,149 93.7 3,518 16,025 1,781 6,535 5,133 
Louisiana Gulf Coast. 97.4 352 109.7 976 5,208 820 2,054 1,601 
No. La. & Arkansas_. 55.9 60 . 47.6 178 2,319 282 454 132 
Recky Mountain— 
New Mexico _____- 19.0 13 100.0 34 99 15 31 35 
Other Rocky Mt.... 70.9 120 172.7 407 2.865 58 478 756 
elifornia -.._._____ 85.5 803 60.8 2,158 15,999 692 10,363 26,013 
Total U. 8. B. of M 
basis March 1, 1947 85.8 4,896 88.1 15,191 °105,803 11,649 38,004 45,175 
Total U. g. B. of M. e 
basis Feb. 22, 1947 85.8 4,860 87.4 14,668 103,904 11,697 40,739 44,919 
Total U. S. B. of M e 
March 2, 1946_____ 4,813 13,611 +104,773 7,814 25,455 38,495 


tIncludes unfinished 
¢tStocks at refineries, at bulk terminals, in 


*Includes unfinished gasoline stocks of 8,206,000 barrels. 
Sasoline stocks of 8,527,000 barrels. 
transit and in pipe lines, §In addition, there were produced 2,140,000 barrels of 
Kerosine, 5,488,000 barrels of gas oil and distillates fuel oil and 8,824,000 barrels 
of residual fuel oil in the week ended March 1, 1947, as compared with 2,277,000 
Sarrels, 5,929,000 barrels and 8,542,000 barrels, respectively, in the preceding week 
@nd 2,482,600 barrels, 5,933,000 barrels and 8,800,000 barrels, respectively, in the 
week ended March 2, 1946. 


tStks. of {Stks 


Weekly Coal and Coke Production siatistics | 


The total production of soft coal in the week ended March ) 
1947, as estimated by the United States Bureau of Mines, was 12,875,- 
000 net tons, a decrease of 155,000 tons, or 1.2%, from the preceding 
week. Output in the corresponding week of 1946 amounted to 12,- 
732,000 tons. The total production of bituminous coal and lignite for 
the current calendar year to March 1, 1947, was estimated at 111,335,- 


000 net tons, an increase ‘of 2.5%, over the 108,665,000 tons produced 
front Jan. 1 to March 2, 1946. 


Output of Pennsylvania anthracite for the week ended March 1, 
1947, as estimated by the Bureau of Mines, was 1,099,000 tons, an 
increase of 49,000 tons, or 4.7%, over the preceding week. When 
compared with the production in the corresponding week of 1946 
there was a decrease of 140,000 tons, or 11.3%. The calendar year to 
date shows a decrease of 6.2% when compared with the corresponding 
period of 1946. 

The Bureau also reported that the estimated production of bee- 
hive coke in the United States for the week ended March 1, 1947, 
showed an increase of 8,900 tons when compared with the output for 


the week ended Feb. 22, 1947, and was 29,700 tons more than for the 
corresponding week of last year. 


ESTIMATED UNITED STATES PRODUCTION OF BITUMINOUS COAL AND LIGNITE 
(In Net Tons) 








as ee ~~ Jan. 1 to Date—— 
: mF eb. 22, ar. 2, *Mar. 1, t . 2, 
Bituminous coal & lignite— 1947 1947 1946 i? we 
sy a mine fuel__ we tr 13,030,000 12,732,000 111,335,000 108,665,000 
y : np ra a ae 2,146,00 2,172,000 2,122,000 2 0 2 
*Subject to current adjustment. +Revised. ee ot 


ESTIMATED PRODUCTION OF PENNSYLVANIA ANTHRACITE AND COKE 
(In Net Tons) 





ie we — ~ ; Calendar Year to Date——— 
+2 -1l, §$Feb. 22, ar. 2, Mar. 1, Mar. 2, Mar. 6, 
[ Penn. Anthracite— 1947 1947 1946 1947 1946 1937 
Total incl. coll. fuel 1,099,000 1,050,000 1,239,000 9,549,000 10,177,000 8,596,000 
tCommercial produc. 1,057,000 1,010,000 1,191,000 9,182,000 9,785,000 8,166,000 
Beehive Coke— 
{United States total. 128,900 120,000 99,200 1,036,400 763,200 645,200 
*Includes washery and dredge coal and coal shipped by truck from authorize 
operations. tExcludes colliery fuels. os R Sees 


+Subject to revision. 


. Revised. 
weekly carloadings reported by 10 railroads. . ’ 


{Estimated from 


ESTIMATED WEEKLY PRODUCTION OF BITUMINOUS COAL AND LIGNITE, 
BY STATES, IN NET TONS 


(The current weekly estimates are based on railroad carloadings and river ship- 
ments and are subject to revision on receipt of monthly tonnage reports from district 
and State sources or of final annual return from the operators.) 
























































Week Ended 
Feb. 22, Feb. 15, {Feb. 23, 
State— 1947 1947 1946 

Alabama__-_ » cela 413,000 406,000 368,000 
Alaska.........--...--.----..-... 7,000 7,000 7,000 
a ep ET nae 35,000 43,000 36,000 
Solorado se 173,000 168,000 155,000 
Georgia and North Carolina... 1,000 1,000 1,000 
Olinois 1,418,000 1,397,000 1,554,000 
(ndiana —_ 2 628,000 579,000 536,000 
ae 40,000 37;000 37,000 
Kansas and Missouri_______- sahil 124,000 129,000 120,000 
Kentucky—Eastern 1,160,000 1,157,000 1,184,000 
Kentucky—Western __-.---... anes 410,000 375,000 463,000 
Maryland —_. : 50,000 57,000 40,000 
Michigan _ ey 1,000 1,000 3,000 
Montana (bituminous and lignite) 64,000 84,000 93,000 
New Mexico__-_- 2 35,000 36,000 27,000 
North and South Dakota (lignite) 72,000 78,000 67,000 
/ eee 783,000 728,000 765,000 
Ee ates 65,000 68,000 58,000 
Pennsylvania (bituminous)... 3,240,000 2,725,000 2,895,000 
Tennessee a 135,000 158,000 163,000 
Texas (bituminous and lignite)_._ 3,000 4,000 1,000 
Gtah® .... 190,000 198,000 150,000 
Virginia .. 382,000 409,000 398,000 
Washington 27,000 24,000 27,000 
tWest Virginia—Southern_______ a 2,347,000 2,460,000 2,257,000 
tWest Virginia—Northern___-_--~~-. 1,016,000 835,000 1,050,000 
SIS ti nda! cathe neiipacieibtpabenaniee> 191,000 185,000 204,000 
{Other Western States____._..-._. a 1,000 1,000 
Total bituminous and lignite... 13,030,000 12,350,000 12,660,000 


tIncludes operations on the N. & W.; C. & O.; Virginian; K. & M.; B. C. & G.; and 
gyn the B. & O. in Kanawha, Mason and Clay Counties. tRest of State, including the 
Panhandle District and Grant, Mineral and Tucker counties. §Includes Arizona and 
Oregon. {Revised. “Less than 1,000 tons. 


Colton Ginned from 1946 Crop Prior to Nov. 14 


The Census report issued on Nov. 21, compiled from the indi- 
vidual returns of the ginners, shows as follows the number of bales 
of cotton ginned from the growth of 1946 prior to Nov. 14, 1946, and 
comparative statistics to the corresponding date in 1945 and 1944. 


RUNNING BALES 
(Counting round as half bales and excluding linters) 



































State— 1946 1945 1944 
United States *6,533,228 6,425,144 9,486,356 
ETS aE ETT Pee Re LS ATED A. OO RE - 667,397 836,425 928,033 
I  . innecsimiste nice eeltiiemisakinen theaiies tmanamanaendintetinin - 68,545 45,717 44,858 
ROGERS xn cnc cccdeenentewsnoemaceses 849,493 560,830 1,112,199 
CE cet ieengienn nn ceniceenbomne 268,867 118,461 83,708 
Florida____- enepehineinibanme 3,728 6,040 9,989 
| EE See - 475,683 555,086 728,165 
DE os, int eddcindeiiianticdncbnbiein sniehapasenghtnangciian 467 225 ,635 
MORO 2 oi Steen ens 3,529 2,831 9,889 
Louisiana__-_ ied 237,370 336,731 550,608 
MRIS a. 2 itacnncancnenacanoonnmnas 912,858 1,176,675 1,596,105 
Missouri ---- ‘de theste dics tnplethndaubdnmnabineite 178,757 70,126 534,587 
Sey B6eRIC0....nncn cee ncansnccendencssunee 108,147 62,058 55,851 
Werth CarClts ..cnsmntincdcatsnnsncnsses 308,821 307,406 557,148 
oi ciate ctecsaralinntgeterein minha 162,993 179,103 403,142 
ER Co, cached anniek nena i 601,945 510,391 714,524 
TRRIERS occ wdc tcnenrcderehanboaannans 330,301 252,127 454,108 
iis ac cc icsceleh ange pease need eters 1,345,593 1,394,902 1,881,290 
WE nd earch ep tim ci ernie pei pemninns 8,734 10,000 19,517 


*Includes 171,641 bales of the crop of 1946 ginned prior to Aug. 1 which was 
counted in the supply for the season of 1945-46, compared with 132,737 and 48,182 
bales of the crops of 1945 and 1944. 
The statistics in this report include 1,537 bales of American- 
Egyptian for 1946, 2,091 for 1945, and 3,504 for 1944; also included are 
no bales of Sea-Island for 1946, four for 1945, and two for 1944. The 
ginning of round bales has been discontinued since 1941. 

The statistics for 1946 in this report are subject to revision when 
checked against the individual returns of the ginners being trans- 
mitted by mail. The revised total of cotton ginned this season prior 








to Nov. I is 5,726,444 bales. 


Aunointments fo 
Comm. of Natl. Assn. 
Of Ins. Commissioners 


Superintendent of Insurance 
Robert E. Dineen of New York, 
in his capacity as President of the 
Commissioners, announced on 
National Association of Insurance 
March 4 the appointments of 
Mississippi, as Chairman of the 
Commissioner Jesse L. White, of 
Fire and Marine Committee; 
Commissioner George Butler, of 
Texas, as Chairman of the Laws 
and Legislation Committee, which 
includes Group Hospitalization 
and Medical Service; Commis- 
sioner Oscar W. Carlson, of Utah, 
as Chairman of the Taxation 
Committee; and Commissioner 
John D. Pearson, of Indiana, as 
Chairman of the Real Estate 
Committee. 


The following appointments as 
members of NAIC Committees are 
also announced: Accident and 
Health, Commissioner Frank Sul- 
livan, Kansas; Fire and Marine, 
Commissioner Wallace Downey, 
California; Commissioner James 
F. Malone, Jr., Pennsylvania; 
[Commissioner Malone is also ap- 
pointed to the Sub-Committee on 
Interpretation and Complaint of 
the Fire and Marine Committee]; 
Life, Superintendent Lee Shield, 
Ohio; Real Estate, Commissioner 
Bernard R. Stone, Nebraska; 
Commissioner George A. Bisson, 
Rhode Island; Taxation, Com- 
missioner Brooks Glass, Alabama; 
Valuation of Securities, Commis- 
sioner Lee Shield, Ohio; Work- 
men’s Compensation, Commis- 
sioner Wallace Downey, Califor- 
nia. 

All of the appointments. are 
made to fill vacancies in the 
committees caused by the resig- 
nation from office of the Insur- 
ance Commissioners of other 
states, including Miss Addie Lee 
Farish, Alabama; Maynard .Gar- 
rison, California; Charles F. 
Hobbs, Kansas; Donald R. Hodder, 
Nebraska; Walter Dressel, Ohio; 
Gregg L. Neel, Pennsylvania, and 
J. Austin Carroll, Rhode Island. 


Dividends in 1946 


Publicly reported cash dividend 
payments by United States cor- 
porations totaled $4,334,700,000 
during 1946, 12% more than the 
$3,878,200,000 paid out in 1945, the 
Department of Commerce said on 
Feb. 26. For December, 1946 the 
Department stated “payments 
amounted to $950,200.000 as com- 
pared with $768,200,000 in Decem- 
ber, 1945, a gain of 24%. The 
figures both for December and the 
entire year include only publicly 
reported cash dividend disburse- 
ments, which account for abovt 
60% of all cash dividends paid.” 
The Department added: 


For the year as a whole, cor- 
porations engaged in wholesale 
and retail trade made the best 
showing with a 46% increase in 
dividends paid during 1946 as 
compared with 1945. 


The miscellaneous group, con- 
sisting principally of motion pic- 
ture companies and transportation 
corporations other than railroads, 
increased their dividend payments 
29%; mining corporations 13%; 
and corporations engaged in fi-~ 
nance, 11%. Dividends paid by 
corporations engaged in com- 
munications were about the same 
for 1946 as for 1945. 


Corporate manufacturing divi- 
dend payments for 1946 advanced 
11% over 1945. Within the manu- 
facturing group, however, there 
were wide variations. Paper and 
printing corporations boos ted 
their disbursements 43%; textiles 
and leather, 37%; other manufac- 
tures, 32%; chemicals, 18%; and 
oil refining, 13%. Dividends de- 
clined 18% in the automobile 
manufacturing group and 2% in 
the transportation equipment 


group. 
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Trading on New York Exchanges 


The Securities and Exchange Commission made public on March 
5 figures showing the volume of total round-lot stock sales on the 
New York Stock Exchange and the New York Curb Exchange and 
the volume of round-lot stock transactions for the account of all 
members of these exchanges in the week ended Feb. 15, continuing a 
series of current figures being published weekly by the Commission. 
Short sales are shown separately from other sales in these figures. 


Trading on the Stock Exchange for the account of members 
(except odd-lot dealers) during the week ended Feb. 15 (in round- 
lot transaction) total 2,129,883 shares, which amount was 18.61% 
of the total transactions on the Exchange of 5,721,930 shares. This 
compares with member trading during the week ended Feb. 8 of 
2,932,247 shares, or 17.49% of the total trading of 8,383,500 shares. 

On the New York Curb Exchange, member trading during the 
week ended Feb. 15 amounted to 636,285 shares or 18.77% of the 
total volume on that Exchange of 1,694,530 shares. During the week 
ended Feb. 8 trading for the account or Curb members of 660,325 
shares was 16.42% of the total trading of 2,011,025 shares. 


Total Round-Lot Stock Sales on the New York Stock Exchange and Round-Lot Stock 
Transactions for Account of Members* (Shares) 


WEEK ENDED FEB. 15, 1947 











A. Total Round-Lot Sales: Total for Week t% 
Short sales___.___- 236,580 
ae a 5,485,350 
Total sales__ om 5,721,930 





B. Round-Lot Transactions tor Account of Members, 
Except for the Odd-Lot Accounts of Odd-Lot 
Dealers and Specialists: 

1. Transactions of specialists in stocks in which 
they are registered— 
























































Total purchases 634,230 
Short sales___ 115,540 
tOther sales 526,510 
Total sales_ 642,050 11.15 
2. Other transactions initiated on the floor— 
Total purchases___ 151,370 
Short sales____- 20,200 
+Other sales___ 200,600 
Total sales 220,800 3.25 
3. Other transactions initiated off the floor— 
Total purchases__— 177,063 
Short sales____- 36,940 
tOther sales 267,430 
Total sales 304,370 4.21 
4. Total— 
Total purchases___ 962,663 
Shert sales___ 172,680 
tOther sales___-_ 994,540 
Total sales 1,161,220 18.61 





Total Round-Lot Stock Sales on the New York Curb Exchange and Stock 
Transactions for Account of Members* (Shares) 


WEEK ENDED FEB, 15, 1947 











A. Total Round-Lot Sales: Total for Week t% 
Short sales___ 46,945 
+Other sales___ 1,647,585 
Total sales 1,694,530 





B. Round-Lot Transactions for Account of Members: 
1. Transactions of speciatists in stocks in which 
thev are registered— 




































































Total purchases 192,565 
Short sales 13,420 
tOther sales 143,515 
Total sales 156,935 10.31 
2. Other transactions initiated on the floor— is 
Total purchases 33,690 
Short sales___ 21,000 
tOther sales 33,270 
Total sales 54,270 2.59 
3. Other transactions initiated off the floor— 
Total purchases 112,360 
Short sales___ 6,700 
tOther sales___ 79,765 
Total sales 86,465 5.87 
4. Total— 
Total purchases 338,615 
Short sales__ 41,120 
tOther sales 256,550 
Total sales__ 297,670 18.77 
C. Odd-Lot Transactions for Account of Specialists— 
Customers’ short sales 0 
$Customers’ other sales 188,837 
Total purchases 188,837 
Total sales___ 92,281 





*The term ‘‘members’”’ includes all regular and assoclate Exchange members, their 
firms and their partners, including special partners. 

tIn calculating these percentages the total of members’ purchases and sales is 
compared with twice the total round-lot volume on the Exchange for the reason that 
the Exchange volume includes only sales. 

tRound-iot short sales which are exempted from restriction by the Commission's 
rules are included with ‘other sales.” 

§Sales marked ‘‘short exempt” are included with “other sales.” 


Non-Ferrous Metals—Most Copper Producers 
Raise Copper to 211/2.:—Silver Advances 


“E. & M. J. Metal and Mineral Markets,” in its issue of March 6, 
stated: “The sharp upward movement in prices of copper and lead 
that occurred during the last week was generally attributed to the 
continued heavy demands from consumers who seem to act as if the 
shortages in these vital metals will be permanent. Most sellers of 
copper raised their prices to the basis of 214c., Valley, and lead 
jumped to 15c, New York. Silver® 
also advanced sharply, with for- 
eign and domestic business in 
good volume. Sales of silver for 
Indian account probably absorbed 
close to 10,000,000 oz. since the 
buying movement started about 
two weeks ago. Zinc remained 
quiet and the price unchanged. 
Quicksilver was steady at an ad- 
vance of $1 per f'ask.” The pub- 
lication further went on to say in 
Part as follows: 











Copper 


To comply with the policy of 
avoiding subsidized sales of ma- 
terials bought by the government 
since deconirol of prices, RFC was 
instructed on Feb. 28 to price cop- 
per for allocation to domestic con- 
sumers on the average cost of 
acquisition, plus the duty, or the 
prevailing market price, which- 
ever is higher. About 55,000 tons 

will be available for sale on this 





2 





basis during the next two or three 
months. RFC established the ac- 
quisition price at 2144c, Valiey. 

Phelps Dodge raised its quota- 
tion for copper on March 3 to 
21'4c, or to the same level as that 
named by RFC. Excepting Ken- 
necott, other sellers followed the 
move initiated by Phelps Dodge. 


As the week ended interest 
shifted to Washington, where the 
House Ways and Means Commit- 
tee heard various agency offcials 
on the bill introduced by Rep. 
Robert A. Grant, of Indiana, call- 
ing for the suspension of the 4c 
import tax on copper until March 
31, 1950. Authorities believe that 
a strong likelihood exists for the 
temporary waiving of the duty, 
probably for a period of one year. 


RFC will release about 32,000 
tons of copper for allocation in 
March. 


The foreign market moved up- 
ward, with sales prices ranging 
from 21'%c to 22%c. The rise of 
£10 per ton in the British quota- 
tion, a purely internal affair, no 
doubt influenced world prices. 


Lead 


So-called “black market” lead 
continued to plague the industry, 
and sales of outside meta! at a 
premium caused the American 
Smelting & Refining Co. to again 
raise its published quotation es- 
tablishing its price on March 3 at 
15¢c per pound, New York, a new 
high. St. Joseph Lead Co. did-not 
follow this price advance imme- 
diately, but on the following day 
announced that it brought its St. 
Louis quotation in line with the 
New York market. 


St. Joseph Lead Co. on March 5 
issued a statement to the effect 
that it raised its price reluctantly, 
as it felt that supply and demand 
is gradually being brought into 
balance. It was pointed out that 
the industry’s monthly sales for 
the first two months of 1947 ex- 
ceeded the average for last year 
by 12,000 tons a month. The com- 
pany feels it a mistake to estab- 
lish a price for the larger tonnages 
of lead consumed domestically on 
the basis of prices paid for rela- 
tively small tonnages of foreign 
lead. 


Sales for the week amounted to 

6,741 tons. 
Zine 

The excitement that prevailed. 
in copper and lead did not spread 
to zine. Producers reported an 
orderly market, with Prime West- 
ern unchanged on the basis of 
1014%4c, East St. Louis. The over- 
all supply situation in zinc is gen- 
erally viewed as _ comfortable, 
even though scarcities occur from 
time to time in some grades. 


Tin 
Domestic use of pig tin in 1946 
approximated 60,000 long tons, ac- 
cording to the Civilian Produc- 





tion Administration. Total tin 
stocks in the United States de- 
clined about 14,000 tons, reducing 
the government’s supply on hand 
to 53,337 tons (pig tin and tin in 
ore and concentrate). Since a 
large part of the reserve supply is 
immobilized in working stocks 
and in process, the net supply 
available for industrial needs is 
much smaller than the stock fig- 
ure would indicate. Pending re- 
ceipt of details on 1947 allocations 
by the Combined Tin Committee, 
CPA has not made known its 
views on the outlook of new sup- 
piies. World mine production of 
tin in 1947 is estimated at 147,000 
long tons, against 91,000 tons in 
1946. 


The price situation here was 
unchanged. Straits quality tin for 
shipment, in cents per pound, was 
nominally as follows: 


March April May 
i ey Se ile 70.000 70.000 70.000 
Pen... 28 .-=2-.- 70.000 70.000 70.000 
March 1 Re 70.000 70.000 70.000 
March 3 ---__ 70.000 70.000 70.000 
March 4 -____ 70.000 70.000 70.000 
March 5 .--.- 70.000 70.000 70.000 

Chinese, or 99% tin, 69.125c. 
Silver 


Buying of silver continued ac- 
tive, with foreign demand largely 
responsible for another sharp up- 
turn in the New York official 
quotation. It has been known in 
silver circles that India _ stood 
ready to acquire the metal in 
quantity if dollar exchange could 
be obtained. Funds were made 
available through ‘what is describ- 
ed in Wall Street as a “four- 
nation exchange deal.” Belgian 
interests were credited as acting 
as middlemen in the acquisition 
of substantial quantities of silver 
for ultimate delivery to Indian 
merchants. Indian funds were 
converted into blocked sterling, 
at a huge profit to the Belgians, 
who subsequently released dollar 
funds for the purchase of silver in 
the New York market for India. 


The New York Official price of 
silver settled at 84%4c an ounce 
troy, against 7534c a week ago. 


London, silver, spot, advanced 
to 50d during the last week. 


Quicksilver 


Selling pressure in quicksilver 
diminished somewhat in the last 
week, and most operators believe 
that the so-called “cheap” lots 
‘have been disposed of, causing 
prices.on spot to settle at $87 to 
$90 per flask, or $1 higher than a 
week .ago. There were no fresh 
developments in connection: with 
the Japanese metal now in the 
hands of the U. S. Commercial Co. 
In some quarters it is believed 
that this lot of 2,990 flasks will 
not be sold in a manner calculated 
to disturb the price structure. The 
Cartel, according to market au- 
thorities, has not been pressing 
metal for sale, which also tends to 
steady the general situation here. 


DAILY PRICES OF METALS (“E. & M. J.”. QUOTATIONS) 














—Electrolytic Copper— Straits Tin, Lead Zine 
Dom. Refy. Exp. Refy. New York New York St. Louis St. Louis 
=: eae 19.450 20.675 70.000 14.000 13.800 10.500 
Feb. 28 aa 20.675 70.000 14.000 13.800 10.509 
Se ae 20.925 70.000 14.000 13.800 10.500 
Mar. 3 -. 20.650 21.425 70.000 14.875 13.800 10.500 
ae i 21.800 70.900 15.000 14.800 10.500 
Bes. Bocaiauna: ae 21.800 70.000 15.000 14.800 10.500 
Average _.._ 19.6"%9 21.217 70.000 14.479 14.133 10.500 


Average prices for calendar week ended March 1, are: Domestic 
copper f.c.b. retinery, 19.317¢; export copper, f.o.b. refinery 20.696c: 
Starits tin, 70.000c; New York lead, 13.833c; St. Louis lead, 13.633c; St. 
Louis zinc, 10.500c; and silver, 76.750c. 


The above quotations are “E. & M. J. M. & M. M’s” 
States mazkKets, based on sales reported by producers and agencies. 
to the basis of cash. New York or St. Louis, as noted. All 

Copper, lead and zinc quotations are based on sales 
deliveries; tin quotaticns are for prompt delivery only. 

In the trade, domestic copper prices are quoted on a delivered basis: 
delivered at consumers’ plants. As delivery charges vary with the destinati 
figures shown above are net prices at refineries on the Atlantic seaboard. 


prices in New England 
Jan. 2, 1947. 

“E. & M. J. M. & M. M’s” 
the open market and is based 
refinery equivalent, Atlantic seaboard. On 


appraisal of the major United 
They are reduced 
prices are in cents per pound. 

for both prompt and future 


that is, 
on, the 
Delivered 


average 0.275¢. per pound above the refinery basis, effective 


export quotation for copper reflects prices obtaining in 
on sales in the foreign market reduced to the f.o.b 


f.a.s. transactions 0.075c., is deducted for 


lighterage, etc., to arrive at the f.o.b. refinery quotation. 


Quotations for copper are for the 
For standard ingots an extra 0.075¢c. per 


perme’ — of wirebars and ingot oars 
pound is charged; for slabs 0.175 
for cakes 0.225c. up, depending on weight and dimension; for billets an 


. up, and 
tra 0.95c. 


up, depending on dimensions and quality. Cathodes in standard sizes are sold at a 


discount of 0.125¢ per pound. 


Quotations for zinc are for ordinary Prime Western bran‘s. 


High-grade zinc delivered in the East 
mand a oremium of lic. 


Contract prices for 


and Middle West in nearly all instances com- 


per und over Prim este 
ahs ta toa te ores tl ay Goon hs current market for e Western but 


rage for Prime Western for the previous 


month; the premium on Special High Grade in most instances is 1%¢., 
Quotations for lead reflect prices obtained for common lead only. 
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Inventories Rise 
Again in January 


The value of manufacturers’ jn_ 
ventories reached a new all-time 
high of $20.6 billion at the end of 
January, an increase of $350 mi!- 
lion from December, the Office of 
Business Economics, Department 
of Commerce, said on March 7. 
The rate of increase in invento- 
ries during January was about the 
same as for November and De- 
cember the Department stated, 
and it added that the January in- 
crease resulted from about equal 
advances in the dollar value of 
inventory held by both durable 
and nondurable goods industries. 
The Department’s advices contin- 
ued: 


“Preliminary figures indicate 
that not all manufacturing indus- 
tries shared alike in the January 
inventory increase. While some 
major industries showed larger 
inventories, other reported either 
no change or slight declines. 
Manufacturers’ sales were valued 
at $13.3 billion in January, an in- 
crease of $500 million over the 
December volume, but the ad- 
vance was due entirely to an extra 
working day in January. 


“The daily average value of 
shipments remained at the De- 
cember level. January was the 
first month since July 1946 that 
the Department of Commerce in- 
dex of manufacturers’ sales failed 
to advance. The daily average 
volume of sales by manufacturers 
of durable goods advanced during 
January to 4% over the Decem- 
ber level, but this gain was off- 
set by a corresponding decline for 
the nondurable goods industries. 


“Part of the sales increase in 
the durable goods group reflected 
an upswing from the relatively 
low December levels occasioned 
by the coal strike. Sales were 
larger for all heavy goods ex- 
cept building materials and auto- 
mobiles. 


“Each of the nondurable goods 
manufacturing industries except 
paper and paper products report- 
ed lower sales in January than in 
December. However, for most of 
the industries the decline was sea- 
sonal.” 


NYSE Odd-Lot Trading 


The Securities and Exchange 
Commission made public on March 
5 a summary of complete figures 
showing the daily volume of stock 
transactions for odd-lot account 
of all odd-lot dealers and special- 
ists who handled odd lots on the 
New York Stock Exchange for the 
week ended Feb. 22, continu- 
ing a series of current figures be- 
ing published by the Commission. 
The figures are based upon re- 
ports filed with the Commission 


by the odd-lot dealers and spe- 
cialists. 





STOCK TRANSACTIONS FOR THE ODD~ 
LOT ACCOUNT OF ODD-LOT DEALERS 
AND SPECIALISTS ON THE N. Y¥. 
STOCK EXCHANGE 


Week Ended Feb. 22, 1947 





Odd-Lot Sales by Dealers-~ Total 
(Customers’ purchases) For Week 
Number of orders_________- 22,537 
Number of shares__________ 664,651 
I a $27,429,581 


Odd-lot Purchases by Dealers— 
(Customers’ sales) 
Number of Orders: 
Customers’ short sales____ 330 














*Customers’ other sales____ 20,204 
Customers’ total sales____ 20,534 
Number of Shares: 
Customers’ short sales___. 11,133 
*Customers’ other sales____ 568,193 
Customers’ total sales____ 579,326 
Dotlar vyalee. =o $21,910,534 
Round-lot Sales by Dealers— 
Number of Shares: 
Short sales...) - 0 
TOther eales_u+- 174,870 
a: OU ee 174,870 


Round-lot Purchases by Dealers— 
Number of shares 251,550 
“Sales marked “short exempt” are re- 

ported with “other sales.” . , 
tSales to offset customers’ odd-let- or- 

ders, and sales to liquidate a long position 
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Revenue Freight Gar Loadings During Week 
Ended March |, 1947 Increased 73,342 Gars 


Loading of revenue freight for the week ended March 1. 1947 
totaled 850,031 cars, the Association of American Railroads announced 
on March 6. This was an increase of 67,634 cars cr 8.6% above the 
corresponding week in 1946, and an increase of 64,295 cars or 8.2% 
above the same week in 1945. 


Loading of revenue freight for the week of March 1, increased 
73,342 cars or 9.4% above the preceding week which included Wash- 
ington Birthday holiday on Feb. 22. 


Miscellaneous freight loading totaled 390,536 cars an increase of 
40,857 cars above the preceding week, and an increase of 51,636 
cars above the corresponding week in 1946. 


Loading of merchandise less than carload freight totaled 123,993 
cars an increase of 13,847 cars above the preceding week, and an 
increase of 2,351 cars above the corresponding week in 1946, 

Coal loading amounted to 185,068 cars, an increase of 2,648 cars 
above the preceding week, but a decrease of 208 cars below the 
corresponding week in 1946. 


Grain and grain products loading totaled 56,913 cars, an increase 
of 7,853 cars above the preceding week and an increase of 2,001 
cars above the corresponding week in 1946. In the Western Districts 
alone, grain and grain products loading for the week of March 1} 
totaled 40,054 cars, an increase of 5,980 cars above the preceding 
week and an increase of 2,208 cars above the corresponding week 
in 1946. 

Livestock loading amounted to 13,266 cars an increase of 967 care 
above the preceding week but a decrease of 3,408 cars below the 
corresponding week in 1946. In the Western Districts alone loading 
of livestock for the week of March 1 totaled 9,670 cars an increase 
of 510 cars above the preceding week, but a -decrease of 2,918 cars 
below the corresponding week in 1946. 

Forest products loading totaled 52,858 cars, an increase of 6,602 
cars above the preceding week and an increase of 10,270 cars above 
the corresponding week in 1946. 

Ore loading amounted to 12,913 cars an increase of 277 cars above 
the preceding week and an increase of 3,456 cars above the corre- 
sponding week in 1946. 

Coke loading amounted to 14,484 cars, an increase of 281 cars 
above the preceding week and an increase of 1,536 cars above the 
corresponding week in 1946. 

All districts reported increases compared with the corresponding 
weeks in 1946 and 1945. 





1947 1946 1945 
Four WGens Gt. SOEs. 0 on eee 3,168,397 ~ 2,883,863 3,003,655 
Pour Wweene OC, Pemtwney +. 5 tt 3,179,198 2,866,876 3,052,487 
eb aewdanewhonc 850,031 782,397 785, 736 
pe SRS TEE EST i ee a EN 7,197,626 6,533,136 6,841,878 


The following table is a summary of the freight carloadings for 
the separate railroads and systems for the week ended March 1, 1947. 
During this period 85 roads reported gains over the week ended 
March 2. 


REVENUE FREIGHT LOADED AND RECEIVED FROM CONNECTIONS 
(NUMBER OF CARS) WEEK ENDED MARCH 1 

















Total Loads 

Railroads Total Revenue Received from 
Freight Loaded —Connections— 
Eastern District— 1947 1946 1945 1947 1946 
Ann Arbor 388 353 284 1,757 1,616 
Bangor & Aroostook 3,043 2,571 2700 426 393 
Boston & Maine 7,771 7,265 7,426 13,069 13,229 
Chicago, Indianapolis & Louisville__ 1,461 1,213 1,278 2,223 2,144 


Central Indians... 32 47 "37 53 51 

















































































































Central Vermont 1,029 1,084 ‘991 2,209 2,038 
Delaware & Hudson 5,020 4,356 $927 11,679 11,385 
Delaware, Lackawanna & Western_— 7,482 7,687 . Ghgo 10,371 9,296 
Detroit & Mackinac. 309 224 “B86 251 157 
Detroit, Toledo & Ironton__..._..___.. 2,827 1,694 1,624 1,964 1,719 
Detroit & Toledo Shore Line_.._____. 477 265 446 4,161 3,877 
Brie 12,506 10,939 12;438 16,162 15,055 
Grand Trunk Western 4,926 3,127 4, 8,441 9,142 
Lehigh & Hudson River..___.... 129 156 160 3,272 2,516 
Lehigh & New England 868 2,197 1,741 1,344 1,609 
Lehigh Valley 8,146 8,399 7917 8,327 7,337 
Maine Central 3,269 2,920 2601 4.053 4,021 
Monongahela 6,624 6,239 5,761 180 268 
Montour 3,006 2,868 2,371 14 24 
New York Central Lines...-_.--—.— 50,031 44,378  -4@0@80 52,199 52,518 
N. Y., N. H. & Hartford 10,286 10,489 11,057 15,498 13,991 
New York, Ontario & Western___.__.. 994 822 870 2,643 2,335 
New York, Chicago & 8t. Louis___._- 6,796 5,603 6,726 15,616 14,492 
N. Y., Susquehanna & Western... 492 425 506 1,298 2,296 
Pittsburgh & Lake Erie 5,783 6,583 7,450 8,742 71,353 
Pere te 6,789 4,645 5,208 8,436 7,468 
Pittsburg & Shawmut 1,129 973 683 26 41 
Her Shawmut & Northern. 336 244 279 5 113 ; 2a 
&- West Virginia__.._..-- 782 757 83 , ' 
Rutland 431 344 384 1,074 1,192 
Wabash 7,028 5,953 6,059 11,999 11,558 
Wheeling & Lake Erie_ 5,364 4,447 6,212 4,178 3,633 
Total —< 165,554 149,267 158,858 214,222 204,857 
Allegheny District— aaaiate 
Akron, Canton & Youngstown_._... 670 563 806 1,509 1,387 
Baltimore & Ohio__ 41,823 39,966 40,271 24,449 24,261 
er & Lake Erie ‘snail ly 2,986 2,606 3,127 1,801 1,064 
Cambria & Indiana___ 1,160 1,454 1,665 9 11 
Central R. R. of New Jersey______-- 6,882 6,016 6.497 18,332 16,634 
Cornwall " 429 409 501 63 5 
Cumberland & Pennsylvania_____._- 358 261 156 4 7 
Ligonier Valley. fs 67 26 104 6 9 
Long Island 7 1,450 1,623 1,905 4,530 4,726 
-~Reading Seashore Lines__—____- 1,579 1,614 1,764 1,790 1,988 
Pennsylvania Svstem_ 80,760 73,143 78,427 54,783 56,911 
Co... ae 14,836 13,390 15,060 25,145 25,960 
Union (Pittsburgh 18,769 14,330 18,824 4,464 2,698 
Western Marvian~ 4,238 4,191 3,842 11,860 12,057 
Total __ eee ©6221 76,007 159,592 172,949 148,745 147,772 
Pecahontas Distri-2.— 
Chesa: e ~— eS ee 30,988 26,859 12,129 11,561 
Norfolk & Wer: Re 8 ek oe 21,452 20,833 7,249 6,608 
vi 4,881 5,030 4,399 1,689 1,784 
Total ee en. ee 57,470 52,091 21,067 19,953 

































































































































































Railroads Total Revenue Received spate 
Southern District— 1947 ee —_ 19 a anes 
45 1947 1946 
Ala Tennessee & Northern_____ on 432 
bama, 530 384 286 200 
Atl. 4s W. P.—- W. R. R. of Ala... 22 ¢ 
ses 929 922 881 2,214 2,023 
Atlantic Coast Line___ 15,991 15,203 15,555 9.898 10,169 
Central of Georgia... 4.379 4,648 4,264 4,504 4,840 
po ne & Western Carolina_____ stale b41 508 "429 1,671 1,642 
Clinch a a a ee eee ae enemas 1,897 1,792 27 266 ' 
Columbus & Greenville... ti 390 432 = 7 3,776 
432 235 320 297 
Durham & Southern__...._ 101 5 
Plorida East Coast sew ; + a he oe 
ete oneenee 2,925 3,420 3,734 1,584 1,638 
Gainesville Midland_______________ -- 87 64 56 129 139 
ame eRe -— aya 1,251 2,215 2,323 
eC 51 429 779 893 
Gulf, Mobile & Ohio... ~~ 44.913 8 198 4 
Iilinois Central System_......___ 28.119 : ~ i3e —— 4.224 4.436 
i 29,296 26,906 14,684 13,790 
Louisville & Nashville___—— “Sen 28,233 26,274 25/788 10,374 9,725 
Macon, avannah___________ 208 266 217 995 1,058 
Mississippi Central... 428 343 333 471 '370 
Nashville, Chattanooga & St. L._____ <4 3,437 5 
pe 437 3,485 3,091 4,192 3,967 
0 “a ee a 1,612 1,343 961 1,707 1,643 
Piedmont Northern..__ 527 433 544 2,029 1,603 
Richmond, Fred. & Potomac__________ 336 459 
5§ 503 8,364 9,055 
Seaboard Air Line se 14,319 12,154 11,202 10,507 8,706 
Southern ee 27,121 26,678 24,094 24,881 24,504 
Winsion Salon Soutiound meas 
Total 139,011 135,917 127,838 112,449 109,224 
coeerannaae Mestuted— 
Chicago & North Western............ ss: 116,645 16,625 14,219 15,974 14,01 
Chicago Great Western 2.653 2'968 2'373 3,534 3204 
Chicago, Milw., St. P. & Pac.________ — 23,780 21,348 21,160 11,637 11,156 
Chicago, St. Paul, Minn. & Omaha____ 4,228 3,975 3,351 5,007 4,802 
Missabe & Iron Range_____ eat 1,551 1,104 1,446 394 338 
Duluth, Sout’ “sore & Atlantic__.._.__ 664 785 697 1,141 683 
Eigin, Jollet & Zastern_____________ rh 8,653 6,903 8,751 11,269 11,383 
Pt. Dodge, Des Moines & South _______. 591 519 356 127 186 
Great Northern 12,591 14,287 10,430 5,930 4,914 
Green Bay & Western 440 508 505 1,130 1,009 
Lake Superior & Ishpeming 261 319 210 63 47 
eg ag 8t. Louis 2,305 2,495 1,886 2,887 2,723 
Minn., Paul & 8.58. M 7,088 5,519 4,376 4,909 4,163 
Northern Pacific 12,567 10,031 8,946 5,828 5,238 
Spokane Internationa! 195 124 250 539 474 
Spokane, Portland & Seattle__.._...___ 2,912 2,135 2,595 3,038 2,718 
Total 97,324 89,645 81,551 73,417 67,056 
Central Western District— 
Atch., Top. & Santa Fe System___-_. cae S906 24,081 22,953 10,858 9,055 
Alton_ cerca 2,973 3,115 3,382 3,568 3,407 
Bingham e 234 10 341 67 9 
Burlington & Quincy....... 24,897 22,167 19,070 13,031 11,939 
Chicago & Illinois Midland 3,462 3,300 3,139 854 783 
ee ae eae & Pacific._tttr. 14,446 13,482 11,065 15,222 13,079 
Chicago <<" ae 2,919 2,819 2,700 3,459 3,261 
Colorado & Southern 574 707 758 1,877 1,340 
Denver & Rio Grande Western... 3,832 3,095 3,782 4,704 3,682 
Denver & Salt Lake Pyal 650 663 62 39 
Port Worth & Denver City_...._._._.._.. 985 949 836 1,321 1,292 
Dilinois Terminal 2,323 2,317 2,145 1,874 1,579 
ae na See pe a ‘ 866 913 559 503 
Nevada Northern 1,65 ,494 1,302 123 110 
North Western Pacific 980 541 738 648 463 
Peoria & Pekin Union 8 13 7 0 0 
ee — a 31,848 27,124 29,384 10,600 9,195 
rn 69 0 313 202 
Union System 17,716 15,801 16,863 12,704 11,322 
Utah. 1,076 940 545 10 7 
Western Pacific. 1,616 1,677 1,949 3,929 2,477 
Total 139,505 125,148 122,848 85,672 73,533 
Burlington Rock Island 300 367 339 645 " 612 
Island_. 6 
Gulf Lines. 6,613 5,321 6,842 2,735 2,631 
International-Great Northern ___.._._. 2,376 2,120 2,706 4,571 3,676 
tK. O. & G.-M. V.-O. C.-A.-A.___-.--.. 1,157 1,254 877 1,837 1,477 
séansas City Southern 3,607 3,146 4,625 3,189 2,969 
Louisiana & Arkansas_ 2,577 2,595 3,300 2,992 a eee 
Litehfield & Madison 380 386 343 1,302 . 
Missouri & Arkansas 8 187 110 8 411 
Missouri-Kansas-Texas Lines________- 5,972 5,494 6,585 4,770 3,736 
Missouri Pacific 20,295 18,012 15,548 18,501 13,712 
Quanah Acme & Pacific__.....__....- 129 121 46 235 198 
St. Louis-San Francisco._............. 10,612 10,259 8,472 8,146 8,131 
Louis-South western 2,920 2,562 3,519 5,263 5,304 
st. 
Texas & New Orleans 9,539 9,109 10,943 5,587 5,378 
os 
Wichite Palis & Southern_________.... 90 78 76 38 44 
Weatherford M. W. & N. W. 21 36 24 18 12 
Total 58,219 





72,003 65,358 69,601 68,491 








“includes Kansas, Oklahoma & Gulf Ry., Midland Valley Ry. and Oklahoma City- 
Ada-Atoka Ry. $Strike. 
NOTE—Previous year’s figures revised. 


Weekly Statistics of Paperboard Industry 


We give herewith latest figures received by us from the National 
Paperboard Association, Chicago, Ill., in relation to activity in the 
paperboard industry. 

The members of this Association represent 83% of the total 
industry, and its program includes a statement each week from each 
member of the orders and production, and also a figure which indi- 
cates the activity of the mill based on the time operated. These 
figures are advanced to equal 100%, so that they represent the total 
industry. 


STATISTICAL REPORT—ORDERS, PRODUCTION, MILL ACTIVITY 






































Orders Unfilled Orders 
Period Received Production Remaining Percent of Activity 
1946—Week Ended Tons Tons Tons Current Cumulative 
Dec. 7. 207,137 172,417 578,742 99 96 
Dec. 14 167,937 175,640 571,179 102 96 
Dec. 21 144,083 172,275 543,675 102 96 
Dec. 28... 99,555 109,210 532,773 66 96 
Period 
1947—-Week Ended 
Jan. 4 196,927 142,338 588,406 85 85 
Jan, 11 ne 171,420 178,043 580,026 102 94 
Jan. 18 173,851 178,556 577,269 103 97 
Jan. 25 155,432 173,720 557,140 101 98 
Feb. 1 204.033 179,347 579,562 102 99 
Feb. 8 —_ 202,189 181,017 599.009 194 ao 
Feb, 15 169,624 178,458 589,544 102 100 
OS a i 147,458 177,282 565,571 103 100 
a 192,670 181,709 574,856 102 101 


NOTES—Unfilled orders of the prior week, plus orders received, less production, 
do oui uccessarly equai the unfilled oraers at. the close. Compensation for delinquent 








Gieeneeent 





reports, orders made for or filled from stock, and other items made necessary adjust- 
ments of unfilled orders. 


Factory Earns. in Jan. 
Continue at $47 Level 


Weekly earnings in manufac- 
turing industries in January, 1947 
continued to average around $47 
despite the ™% hour drop in the 
average workweek to 40.5 hours, 
the Bureau of Labor Statistics of 
the U. S. Department of Labor 
reported on Feb. 24. Record 
average hourly earnings of almost 
$1.16 were primarily responsible 
for maintaining the high level of 
weekly earnings. The Department 
further reports: 

Preliminary averages for Janu- 
ary, 1947 are as follows: 


Weekly Weekly Hourly 
Earns. Hours Earns. 


(cents) 

All Manufacturing... $46.79 40.5 115.6 
Durable : - 49.20 40.3 122.0 
Nondurable —____. 44.29 40.6 109.0 
Final figures for December, 
1946 indicate that with the 


resumption of full-scale opera- 
tions in the bituminous and an- 
thracite coal mines, the respective 
weekly earnings of about $70 and 
$66 in these industries were not 
only the highest averages reported 
for- December by any industry, 
but were also all-time records in 
coal mining. The average work- 
week of 46.7 hours in bituminous 
coal mining in December was the 
longest ever reported for this in- 
dustry, exceeding any workweek 
in the war or postwar periods. 
Other mining industries produc- 
ing copper, lead and zinc, reported 
substantial increases in weekly 
earnings, with the return to the 
6-day week. 

Among the durable’ goods 
manufacturing industries, weekly 
earnings in shipbuilding showed 
an increase of $5.67 between 
November and December, rising 
to $57.09. For the first time since 
V-J Day the workweek in this 
industry averaged 40 hours, re- 
flecting new contracts for ship- 
building and ship repair. 

Of the nondurables, the soap in- 
dustry reported an increase in the 
average workweek of 2% hours 
reflecting the lifting of wartime 
production controls. Relief of 
material shortages, as imports 
flowed into the market, was large- 
ly responsible for the increased 
workweek in the sugar refining 
industry (December 43.1; Novem- 
ber 39.1). 

Since December, 1945 average 
weekly earnings of production 
workers in manufacturing in- 
creased by over $5.65 or 13%, 
while hourly earnings rose by 
15%. About 95% of the industries 
reported increases of more than 
10% in hourly earnings, only 5% 
of the industries showed lesser 
increases, while no industry re- 
ported a decrease in hourly earn- 
ings over the year. 


Weekly Lumber Shipments 
Exceeded Output by 12% 


According to the National Lum- 
ber Manufacturers Association, 
lumber shipments of 412 mills re- 
porting to the National Lumber 
Trade Barometer were 12.0% 
above production for the week 
ending March 1, 1947. In the same 
week new orders of those mills 
were 34.5% above production. Un- 
filled order files of the reporting 
mills, amounted to 68% of stocks. 
For reporting softwood mills, un- 
filled orders are equivalent to 26 
days’ production at the current 
rate, and gross stocks are equiva- 
lent to 35 days’ production. 


For the year-to-date, shipments 
of reporting identical mills were 
14.3% above production; orders 
were 19.2% above production. 


Compared to the average corre- 
sponding week of 1935-1939, pro- 
duction of reporting mills was 
26.6% above; shipments were 
19.8% above; orders were 55.1% 
above. Compared to the corre- 
sponding week in 1946, production 











of reporting mills was 17.1% 
ol cet ghipmanth were 13.6% 


wabove; and new orders were 37.6% 


above. 
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William H. Jackson has been 
elected a member of the Board of 
Directors of Bankers Trust Com- 
pany, New York, it was an- 
nounced on March 6 by S. Sloan 
Colt, President. Mr. Jackson is a 
partner in J. H. Whitney & Com- 
pany, 630 Fifth Avenue, New 
York. Mr. Jackson joined the 
Army in 1942 and served as 
Deputy Chief of Intelligence on 
General Bradley’s Staff at Head- 
quarters, Twelfth Army Group. 
He is President of the New York 
Hospital and is active in other 
educational and health organiza- 
tions. Mr. Jackson has been a 
partner in the law firm of Carter, 
Ledyard & Milburn since 1934 
and has retained temporarily a 
connection with that firm. He is 
a graduate of Princeton Univer- 
sity and Harvard Law School. 


John T. Madden, President of 
the Emigrant Industrial Savings 
Bank of New York announced on 
March 6 that for the first time in 
its 97 years history, deposits of 
fhe bank have passed $500,000,- 
000 during the last month and 
now total $500,809,012, represent- 
ing the combined savings of 283,- 
000 depositors. Calling attention 
to this evidence of people's 
thriftiness, Mr. Madden, who has 
been President since 1945, com- 
plimented the staff's teamwork 
for the bank’s growth in recent 
years. The Emigrant Industrial 
Savings Bank opened for busi- 
ness on Sept. 30, 1850. On its first 
day, deposits amounted to $3,009; 
the number of depositors totaled 
20. Over the whole period of 97 
years, the bank has never failed 
to pay a dividend; 233 payments, 
amounting to $371,362,703 have 
been declared. Since its opening, 
the main office of the bank has 
been located at 51 Chambers 
Street, and the bank today has 
but one branch, at 5 East 42nd 
Street. In announcing the Emi- 
grant’s new high mark in deposits, 
Mr. Madden said in part: 


The passing of the $500,000,- 
000 mark in deposits by our 
bank should give all our de- 
positors and the bank’s staff a 
feeling of pride and gratifica- 
tion in the success of our 
mutual efforts. More important, 
the accumulation of this great 
sum is not typical of American 
“bigness” as the term is gener- 
ally applied to our industrial or 
financial achievements. Rather 
it is a tribute to the thrift of 
our people — telling evidence 
that this time-honored virtue is 
widely practiced. It means that 
the Emigrant Industrial Savings 
Bank represents truly the fun- 
damental principles of the sav- 
ings bank as a community sav- 
ings institution. 


During 97 years of our his- 
tory, this bank, through its 
sé1v ces to depositors, has con- 
stantly kept pace with the 
times. Its steady growth has 
contributed to the parallel in- 
crease and prosperity of its de- 
positors and the expansion of 
the communities which it 
serves. In 1850, New York City 
Was a growing community of 
less than 600,000 people. A 
handful of men organized the 
institution for “the purpose of 
affording advice, information 
and vrotection to emigrants and 
their small savings.” Deposits 
in the bank on its first day 
were $3,009; its depositors 20. 
Now with half a billion dollars 
entrusted to its care by 283,000 
depositors, it typifies the tradi- 
tional American virtues of hard 
work, progressive expansion of 
industry, education, commerce 
and the arts combined with the 
desire to save and prepare for 








the future. These are the 
reasons for the growth of the 
bank and its resources. It is a 
monument to thrift. It is the 
American story — confidence, 
courage and the creation of 
new opportunities. 


Identified with Buffalo’s bank- 
ing business for 30 years, Max 
Rieger, Assistant Vice-President 
of the Marine Trust Company’s 
Buffalo Trust branch died on 
March 1. Mr. Rieger was 51 years 
old, according to the Buffalo 
“Evening News,” which also said 
in part: 


Born in New York City, Mr. 
Rieger was brought to Buffalo 
by his parents when he was a 
year old. He served as an office 
clerk for the New York Central 
Railroad before beginning his 
banking career in 1917 with 
the Bankers Trust Company as 
a bookkeeper. Later he joined 
the Bank of Buffalo and in 1926 
became a discount teller for the 
Marine Trust Company, re- 
ceiving a promotion two years 
later to Assistant Treasurer in 
the Loans and Discount depart- 
ment. In 1936, Mr. Rieger was 
promoted to Assistant Vice- 
President. 


Stockholders of the Chelsea 
Trust Co. of Chelsea, Mass. at a 
meeting on March 10 voted to ac- 
cept the recommendation of the 
board of directors to merge with 
National Shawmut Bank of Bos- 
ton. The Boston “News Bureau” of 
March 11 reporting this, added: 

Under the agreement, Na- 
tional Shawmut Bank will pur- 
chase the property, assets and 
goodwill and assume the deposit 
liabilities of Chelsea Trust Co. 

The merger becomes effective 
at the close of business on 

March 28 and the bank will 

open on Monday, March 31, as 

the Chelsea office of National 

Shawmut Bank. The personnel 

of the Chelsea Trust Co. will 

become a part of the Shawmut 
organization. 

A reference to the proposed 
merger appeared in our issue of 
March 6, page 1308. 


In accordance with the over- 
whelming vote of stockholders of 
both Harvard Trust Co. of Cam- 
bridge, Mass. and Menotomy Trust 
Co. of Arlington, Mass. the two 
institutions have now merged 
and hereafter the banking opera- 
tions of the consolidated bank in 
Arlington will be carried on at 
the old banking office of Meno- 
tomy Trust Co. at 655 Massachu- 
setts Ave. Advices to this effect 
appeared in the Boston “News 
Bureau” of March 11, which also 
had the following to say: 


Under the terms of the agree- 
ment, Harvard Trust Co. has 
reduced the par value of its 
stock from $20 per share to $10 
per share, splitting the shares 
two-for-one. In addition, Har- 
vard Trust Co. has increased 
its total capital by 20,000 new 
shares of $10 par stock, which 
are to be distributed to stock- 
holders of Menotomy Trust Co. 
in the proportion of one share 
of Harvard Trust Co. for each 
1% shares of Menotomy Trust. 

As a part of the merger, Ira 
M. Jones, Vice-President and 
Treasurer of Menotomy Trust, 
has been elected a Vice-Presi- 
dent of Harvard Trust, and 
Norman C. Jenkinson has been 
elected an Assistant Treasurer 
of Harvard Trust. Both will re- 
main at the Arlington ofifce 
and in addition Timothy W. 


Harvard Trust, will also be at 
that office. 

James A. Bailey, President of 
Menotomy Trust, has for some 
years been a director of the 
Harvard Trust. In addition, 
Henry G. Wilton and Edmund 
L. Frost have also been elected 
directors of Harvard Trust. 
These three directors, together 
with Thomas J. Donnelly, Henry 
C. Guernsey, Frederick W. Hill, 
James W. McAvoy, Geoffrey A. 
Sawyer and M. Ernest Moore, 
who were formerly, directors of 
Menotomy Trust, have agreed 
to serve as members of the Ar- 
lington management committee 
of Harvard Trust. 


The merger of the Maynard 
Trust Company of Manyard, 
Mass., with the Middlesex County 
National Bank of Everett, Mass., 
effective at the close of business 
March 1, has been approved by 
the Comptroller of the Currency, 
it was announced on Feb. 27, said 
the Boston “Herald” of Feb. 28, 
from which it is also learned: 


The Maynard Bank will be 
operated as a branch of Middle- 
sex National and there wil! be 
no changes in personnel. Med- 
ville Clark, President of May- 
nard Trust, will become a Vice- 
President of Middlesex Na- 
tional. 


A brochure issued by the 
Tradesmen’s National Bank & 
Trust Co. of Philadelphia an- 
nounces the completion by it of 
100 years of banking. The insti- 
tution was founded on March 11, 
1847. The development of the 
bank into the present organization 
is indicated by it as follows: 
Tradesmens Bank, March 11, 1847; 
Tradesmens National Bank, Nov. 
14, 1864; Tradesmens National 
Bank and Trust Co. Sept. 17, 1928. 


Through the sale of $40,000 of 
new stock, the Cheltenham Na- 
tional Bank of Cheltenham, Pa. 
increased its capital on Feb. 24 
from $185,000 to $225,000, it was 
indicated on March 3 in the Bul- 
letin of the Office of the Comp- 
troller of the Currency. 


The County Trust Co. of Mary- 
land of Cambridge, Md. has 
elected Addison H. Reese, Presi- 
dent to succeed Senator J. Alan 
Coad, who tendered his resigna- 
tion at the annual meeting of 
stockholders in January. We 
quote from the Washington, D. C. 
“Post” of March 9, which further 
stated: 


The County Trust Co., is the 
largest bank in Maryland out- 
side of Baltimore City with total 
resources of approximately 
$50,000,000 as of Dec. 31, 1946. 
The company operates 19 bran- 
ches through Southern Mary- 
land and the Eastern Shore and 
has its executive offices in the 
Mercantile Trust Building in 
Baltimore. 

Senator Coad, whose home is 
in St. Marys County, is retiring 
as President after serving in 
that capacity for 10 years. He 
will continue to serve as a di- 
rector and member of the exec- 
utive committee. Mr. Reese, is a 
native of Baltimore County. He 
was educated at the Marston 
University School and the Johns 
Hopkins University. 


An increase of $500,000 in the 
capital of the Second National 
Bank of Washington, D. C. 
through the sale of new stock 
has raised the capital from $500,- 
000 to $1,000,000 the latter having 
become effective on Feb. 6, it 
was made known by the Comp- 
troller of the Currency’s Office. 


C. A. Hemminger has been 
placed in charge of advertising 
and public relations for the Amer- 
ican National Bank and Trust 
Company of Chicago, according 
to announcement by Lawrence F. 
Stern, President. Mr. Hemminger 





Good, Jr., Vice-President of 


was formerly advertising manager 
of the Bankers Trust Company, 





——e 


New York and prior to that he| nounced by L. M. Giannini, Presj_ 
was director of public relations| 


dent. Mr. Bruns will make his 


for the New York State Bankers | headquarters at the San Francisco 


Association. 


The National City 


head office of the bank. President 
Giannini states that the extensive 


Bank of| complexities of today’s relations 


Waco, Texas recently increased its | between financial institutions ang 


capital from $100,000 to $150,000 
by a stock dividend of $50,000 


| 


Government now cover such a 


wide range of activity that it has 


and at the same time increased it| become desirable to coordinate 
from $150,000 to $200,000 by sale | 


of $50,000 of new stock. The in- 
creased capital became effective 
Feb. 4, according to the office of 
the Comptroller of the Currency. 


Under action taken by the First 
National Bank in Albuquerque, 
New Mexico its capital has been 
increased effective Feb. 26 from 
$325,000 to $1,000,000; a $500,000 
increase through a stock dividend 
brought the capital up to $825,000, 
and the sale of new stock to the 
amount of $175,000 raised the 
capital to the present $1,000,000 
figure it was reported March 3 
in the Bulletin of the office of the 
Comptroller of the Currency. 


Appointment of Walter E. 
Bruns as Vice-President in charge 
of governmental relations for the 
Bank of America has been an- 





such matters in the Bank of 
America under one administrative 
officer. Mr. Bruns joined the Bank 
of America organization at Fresno 
in 1929 as Assistant Trust Officer 
after several years in the practice 
of law in Fresno County. He 
transferred to the bank’s head- 
quarters in San Francisco in 1935 
as Trust Officer, and in 1940 was 
advanced to Vice-President ang 
Trust Officer. He is a member of 
the American Legion, is present 
Vice Commander of Blackstone 
Post, was city attorney at Reed. 
ley, Calif., for three years, is a 
Past President of Associated Trust 
Companies of Central California, 
has been active in the Financia) 
Advertisers Association and has 
served on Committees of the 
American Bankers Association, 
His new appointment takes ef- 
fect immediately. 





From Washington Ahead of the News om 


(Continued from first page) 


000 more to turn the trick, other- 
wise the county is gone.” 

All of which leads up to an ap- 
praisal of the ride we we are be- 
ing taken for in world politics. 
We are the Fat Cat in the world 
of bamboozle. Every time some 
little dictator wants to shake us 
down, he says: 

“Personally, I'd rather stay in 
your orbit. But there is a Com- 
munist urge among my people. It 
will take $300,000,000 for me to 
hold them in line.” 

It’s the old game which the poor 
little downtrodden dictators of 
Eastern Europe have long played 
on Britain and France. These fel- 
lows always kept in ample pocket 
money by telling Britain and 
France that without a “loan” their 
people were going to fall into an- 
other orbit; usually it was Ger- 
many’s orbit they were going to 
fall into without this “shoring up 
of the economy.” 

A hilarious little book of the 
*20s told of the experiences of an 
American travelling salesman who 
visited Paris. Suddenly one night, 
his hotel room was battered down 
and in rushed the gendarmes. He 
was rushed off to jail and held 
incommunicado., Frenzied delega- 
tions waited upon him periodically, 
gesticulating and hurling ques- 
tions at him which he coundn’t | 
understand. In the meantime, the | 
newspaper headlines screamed of 
a spy capture. 

After about a week, everything 
calmed down and the bewildered 
American was freed without any 
explanation. just told to go his 
way. He learned that a Rumanian 
delegation had been in town to 
negotiate a “loan” to “shore up” 
their country’s economy, and the | 
French officials had concocted the 
spy scare to divert public atten- 
tion. 

Well, the old happy hunting 
grounds of France and Britain are 
no more. We are to take their 
place, on account of our having | 
become bored with domestic af- | 
fairs and gone into the more en- 
livening international game. 


It strikes me, as well as a lot 
of others around Washington, as | 


should coincide with our sending 
Mr. Paul Porter over there. I can 





| 
| 


was more responsible for the 
Democratic debacle because it was 
he who pressed Truman to keep 
the lid on, to make no compro- 
mises on the subject. 

After what happened it was 
fair to assume that Paul’s .career 
in the Washington bureaucracy 
was at an end and that at long 
last, he would be free to take one 
of the fabulous offers that indus- 
try had been making to him for 
So long. 

_ When we heard that he was go- 
ing to Greece, we justifiably as- 
sumed that it was one last little 
junket that was being given to 
him, utterly harmless and costing 
the taxpayers relatively little. But 
just as he made a erisis out of 
OPA, one has developed in Greece 
coincident with his arrival. 

_ As if to add to the hilarity of 
it, Turkey which cashed in on the 
war, lets it be known that she, too, 
will have to let Russia have the 
Dardanelles unless we fork up 
some cash. Wait until our Latin 
American brothers begin to grab. 
It seems that Argentina’s Peron 
has an orbit competing with ours 
We are going to pay through the 
nose keeping those Latin Ameri- 
can “democracies” within ours. 

It probably isn’t generally un- 


| derstood, but when we give money 


to Greece and Turkey to keep out 
the Communists we are at war 
with Russia because Moscow is 
supplying the Communists. At the 
same time we are over in Moscow 
blandly discussing with Stalin 
how to maintain peace. 


FDIC Assoc. Gen Counsel 


Maple T. Harl, Chairman of 
Federal Deposit Insurance Corpo- 
ration has announced the appoint- 
ment of Norris C. Bakke as Asso- 
ciate General Counsel for the cor- 





| poration. Judge Bakke, a native 
‘of North Dakota, received his 


Ph. B. and LL.B. from the Uni- 
versity of Chicago in 1919. He 


a | also took graduate work at Har- 
amazing that the Greek crisis | yard Law School. After moving to 


Colorado in 1920, he served as 


see Paul right now sitting in the | County Judge and City Attorney 
Toots Shorr of Athens, telling | until 1926. After six years of gen- 


Kentucky stories, wining and din-| er 


ing and having the time of his 
life. 


Paul was the head of OPA 


al practice, he became Deputy 
Attorney-General of the State it 
1933, serving in that eapacity un- 


when Congress was fighting to! til he became Associate Justice of 
remove price ceilings. We are be- | the State Supreme Court in 1936. 
ing told by the Democrats now,| During 1945 he served as Chief| 


| Justice of that court. The head- 


| quarters of Judge Bakke will >¢ 
the OPA, .Well, no other one man in Washington, 


that the voters did not really vote 
for the Republicans on Nov. 5, 
that they were just fed up with 





